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Commissioner 


September  10,  1982 


William  T.  Hogan,  Jr.,  Secretary 
Executive  Office  of  Human  Services 
State  House  -  Room  167 
Boston,  Massachusetts  02133 

Dear  Secretary  Hogan: 

The  Department  of  Public  Welfare  is  requesting  a  budget  of  $1.99 
billion  for  FY84,  in  order  to  provide  assistance  to  over  306,000  fami- 
lies throughout  the  Commonwealth.   This  request  represents  an  increase 
of  $139  million,  or  7.5%,  over  the  Department's  FY83  projected  spending, 
Approximately  $108  million  of  the  Department's  FY84  request  is  due  to 
inflation;  $100  million  due  to  rate  increases  to  medical  providers,  and 
$2  million  due  to  collective  bargaining  and  management  pay  increases. 
Savings  initiatives  in  the  Medicaid  and  AFDC  programs  will  offset  this 
increase  by  more  than  $67  million  in  FY84. 

As  federal  reimbursement  ranging  between  fifty  and  ninety  percent 
is  available  for  most  of  the  Department's  programs,  the  State's  cost  of 
providing  these  programs  is  far  less  than  the  amount  included  in  the 
Department's  budget.  While  our  FY84  request  totals  $1.99  billion, 
nearly  half  that  amount  will  be  borne  by  the  federal  government. 

The  FY84  budget  request  includes  a  number  of  items  worth 
highlighting: 


Cost  of  Living  Increase  for  AFDC  and  GR  Recipients 

The  focus  of  this  Administration  has  been  on  providing  welfare 
benefits  only  to  those  families  who  are  not  able  to  support  themselves. 
We  have  stopped  sending  checks  to  people  who  are  working  full  time  and 
families  who  have  large  bank  accounts.   In  less  than  two  years  we  have 
reduced  the  AFDC  caseload  by  24%.   Caseload  is  lower  now  than  at  any 
point  in  the  last  eight  years.  The  Department  has  saved  $100  million  a 
year  as  a  result.  For  FY84  we  request  that  $30.4  million  of  these 
savings  be  used  to  give  a  5%  cost-of-living  increase  in  both  AFDC  and 
General  Relief.  This  increase  is  needed  to  establish  adequate  benefit 
levels  in  times  of  inflation. 


Work  and  Training  Program 

This  Administration  is  committed  to  the  idea  that  a  family  needs 
something  better  than  long  terra  dependence  on  public  welfare.  Through 
the  Work  and  Training  Program  we  are  offering  parents  a  chance  to  become 
self  sufficient  once  their  children  are  in  school.  We  are  requesting 
S21.8  million  in  FY84  to  operate  a  comprehensive  program  of  job  place- 
ment and  training  statewide,  a  program  that  will  make  a  real  difference 
in  the  lives  of  the  families  that  it  serves  in  addition  to  reducing  the 
cost  of  welfare. 


Computerization 

By  the  end  of  FY83  the  Department  will  have  installed  automated 
systems  and  improved  our  ability  to  handle  information  in  every  area  of 
the  Department.   Operations  will  be  fully  automated  in  personnel, 
payroll,  and  accounting.  Automated  monthly  income  reporting  will  be 
operational  statewide  in  AFDC  and  Food  Stamps.  The  Child  Support 
Management  Information  System  will  automate  collections  and  provide  on- 
line data  to  help  local  offices  increase  collections.   The  Medicaid 
Management  Information  System,  which  will  process  over  19  million  claims 
per  year,  will  increase  our  ability  to  reduce  program  costs. 

In  FY84  the  Department  is  requesting  resources  to  develop  MPACS,  a 
recipient  eligibility  system  which  will  generate  payments  for  AFDC  and 
GR  and  will  provide  an  eligibility  system  for  MMIS,  Child  Support,  and 
Food  Stamps.  MPACS  will  replace  the  recipient  payment  system  we  now 
have  which  was  developed  more  than  ten  years  ago.   Our  existing  system 
is  outmoded  and  patched  together  and  must  be  replaced  in  order  for  the 
Department  to  reduce  the  error  rate  below  the  federal  sanction  target  of 
4%  for  AFDC  and  3%  for  Medicaid. 


Controlling  the  Cost  of  Medical  Care 

The  Medicaid  program  in  Massachusetts  costs  $1.2  billion  per  year. 
Inflation  alone  in  a  program  that  size  requires  additional  funding  of 
$100  million  per  year.   In  an  era  of  sharply  limited  resources, 
increases  of  that  magnitude  take  a  major  bite  out  of  the  Commonwealth's 
resources,  leaving  little  to  fund  other  worthwhile  needs.   During  the 
last  two  years  we  have  taken  a  hard  look  at  the  Medicaid  program  and 
identified  problems  in  the  very  structure  of  the  program  that  lead  to 
unnecessary  utilization  and  higher  cost.  We  address  those  problems  in 
this  budget  and  urge  that  our  proposals  be  adopted.  Though  many  of  the 
measures  we  propose  will  require  major  change  in  the  way  health  care  is 
now  provided,  the  alternatives  are  major  cuts  In  services  or  eligibi- 
lity. 


The  Department's  FY84  budget  request  represents  the  real  progress 
we  have  made  in  the  last  few  years.   The  error  rates  are  down  in  all  of 
our  programs;  below  7%  in  AFDC,  down  from  25%  in  1979.  We  have  proved 
that  money  can  be  saved  through  management  improvements.  We  have  made 
sound  investments  that  have  paid  off  tenfold  in  savings. 

I  am  grateful  to  you,  the  Governor,  and  the  Legislature  for 
entrusting  me  with  the  resources  necessary  to  get  the  job  done.  We  have 
already  accomplished  more  than  some  thought  possible.   I  will  always  be 
thankful  to  you  for  giving  me  the  opportunity  to  meet  this  challenge.   I 
am  proud  of  our  accomplishments  and  am  also  appreciative  of  the  people 
throughout  the  Department  who  have  worked  with  me  to  bring  this  about. 
Through  our  efforts  to  reduce  fraud,  and  help  able  bodied  recipients  get 
back  to  work  we've  brought  about  the  kind  of  welfare  reform  that  people 
in  Massachusetts  have  been  demanding  for  years. 


Thomas  \H.  Spirited 
Commissioner 
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INTRODUCTION  TO  THE  BUDGET 


The  Department  of  Public  Welfare  provides  assistance  to  over  306,000 
families  in  the  Commonwealth.  It  does  so  through  a  number  of  different 
programs,  each  of  which  is  governed  by  a  separate  set  of  eligibility 
rules  and  federal  and  state  laws  and  regulations. 

The  benefits  provided  to  welfare  recipients  are  funded  through  program 
accounts.  There  is  a  separate  program  account  for  each  welfare  program. 
Program  accounts  fall  into  two  general  categories.  First  are  the 
accounts  that  fund  assistance  provided  to  recipients  in  the  form  of 
cash.  These  include  AFDC,  GR,  and  SSI.  Second  are  those  that  fund 
medical  assistance  received  by  recipients  from  medical  providers,  such 
as  doctors  and  hospitals.  These  accounts  include  Medicaid  and  Medicaid- 
Mental  Health. 

While  the  actual  benefits  are  funded  through  program  accounts,  the  pro- 
vision of  the  benefits  is  funded  through  administrative  accounts.  De- 
termining eligibility  and  getting  checks  to  recipients  or  medical 
providers  requires  staff;  doing  so  efficiently  and  accurately  requires 
information  systems  and  cross-checking  capacities  and  programmatic  and 
fiscal  control  mechanisms.  It  is  the  cost  of  all  these  items  that  the 
Department's  administrative  accounts  cover.  Because  administrative 
functions  overlap  programs  —  a  single  eligibility  worker,  for  example, 
may  participate  in  the  delivery  of  AFDC,  GR,  Medicaid  and  Food  Stamp 
benefits  —  the  great  majority  of  the  Department's  administrative  costs 
are  funded  through  a  single  account,  General  Administration.  In  those 
instances  where  staff  and  systems  work  on  only  one  program,  their  costs 
are  funded  by  a  separate  administrative  account  in  addition  to  General 
Administration.  This  is  the  case  with  Training,  Child  Support,  Food 
Stamps,  Work  and  Training,  Medical  Administration,  Utilization  Review, 
and  Project  Good  Health. 

Program  accounts  are  by  far  the  largest  element  in  the  Department's 
budget:  almost  93%  of  the  FY83  budget  was  channeled  directly  to  recip- 
ients and  providers  through  these  accounts.  The  size  of  these  accounts 
is  the  result  of  three  factors.  The  first  is  the  program's  definition 
of  eligibility,  which  is  determined  by  federal  and  state  law  and  regula- 
tion. The  second  is  the  number  of  eligible  households  that  seek  as sis-' 
tance,  and  is  determined  by  exogenous  factors  such  as  economic  and 
social  conditions.  Because  the  Department's  programs  are  entitlements, 
the  program  accounts  must  by  law  be  funded  at  a  level  that  provides 
assistance  to  all  eligible  households  that  seek  assistance. 

The  third  determinant  of  the  size  of  the  program  accounts  is  the  amount 
of  error,  that  is,  payment  to  or  on  behalf  of  ineligible  recipients  or 
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overpayments  to  eligible  recipients.  It  is  in  controlling  this  aspect 
of  program  costs  that  the  Department's  administrative  accounts  are  so 
important.  By  determining  the  adequacy  and  efficiency  of  the  process  by 
which  benefits  are  delivered,  the  level  of  funding  available  in  the 
administrative  accounts  is  a  crucial  determinant  of  the  level  of  funding 
required  for  the  program  accounts.  This  means  that  the  costs  of  manage- 
ment improvements  show  up  in  the  administrative  accounts,  while  the 
savings  resulting  from  these  improvements  are  found  in  the  program 
accounts.  Conversely,  errors  rates  rise  driving  up  program  costs  when 
administrative  accounts  are  inadequately  funded. 

Because  the  administrative  accounts  are  so  important  in  determining  the 
size  of  the  program  accounts,  this  narrative  begins  with  a  description 
of  the  activities  funded  by  the  General  Administration  account.  It  then 
describes  the  accounts  related  to  the  programs  that  provide  cash  assis- 
tance to  recipients  and  those  that  fund  medical  assistance. 

It  should  be  noted  that  the  funds  requested  for  FY84  In  all  of  the 
Department's  accounts  except  General  Relief  and  SSI  represent  total 
expenditures  before  federal  reimbursement  (otherwise  known  as  Federal 
Financial  Participation,  or  FFP).*  Since  this  federal  reimbursement 
occurs  after  the  Department  has  made  expenditures,  and  is  deposited 
directly  in  the  General  Fund  rather  than  in  the  Department's  accounts, 
state  funds  to  cover  all  expenditures  must  first  be  appropriated  in  full 
by  the  Legislature.  Federal  reimbursement  ranging  between  50%  and  90% 
is  available  for  most  of  the  Department's  administrative  costs, 
depending  on  the  regulations  which  apply  to  each  item.  Reimbursement 
for  AFDC  and  Medicaid  program  costs  is  currently  53.56%,  but  is  expected 
to  drop  to  50.13%  at  the  start  of  FFY84.  As  the  formula  for  federal 
reimbursement  is  based  on  per  capita  Income  in  each  state,  the  relati- 
vely robust  economy  in  Massachusetts  is  responsible  for  this  reduction. 
All  states  are  guaranteed  a  minimum  of  50%  federal  reimbursement  for 
their  AFDC  and  Medicaid  programs,  regardless  of  economic  factors.  This, 
reduction  in  federal  revenue  represents  a  loss  of  $42  million  to 
Massachusetts  during  FY84.  In  total,  the  estimated  federal  reimbur- 
sement for  all  of  the  Department's  administrative  and  program  accounts 
anticipated  in  FY84  Is  $883  million,  or  44.4%  of  the  total  budget 
requested. 


General  Relief  is  an  entirely  state-funded  program,  and  the  appro- 
priation for  SSI  represents  the  state's  share  of  costs  for  this 
federally-administered  program. 
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PROGRAM 


FUNDING  SOURCE 
FOR  BENEFITS 


FUNDING  SOURCE 
FOR  ADMINISTRATION 


Assistance  Payments 


AFDC 


GR 


AFDC  4403-2000 


GR  4406-2000 


General  Administration  4400-1000 
Training  4400-1035 

General  Administration  4400-1000 


SSI 


SSI   4405-2000 


Administered  by  federal   govt. 
General  Administration  4400-1000 


Refugee  Assistance 


Refugee  Assis- 
tance 4409-2000 


Refugee  Assistance  4409-1000 
General  Administration  4400-1000 


Food  Stamps 


Child  Support 


Benefits  paid  by     Food  Stamps  4400-1200 

federal   govt.  General  Administration  4400-1000 


NA 


Child  Support  Enforcement  Unit 

4400-1004 
General  Administration  4400-1000 


Work  and  Training  NA 

Program 


Work  and  Training  Program 

4407-1000 
General  Administration  4400-1000 


Medical  Assistance 


Medicaid 


Medicaid 
4402-5000 


General  Administration  4400-1000 
Medical  Administration  4400-1003 


MA-Mental  Health 


MA-Mental  Health     Medical  Administration  4400-1003 
4402-5300 


Project  Good  Health     Medicaid 

4402-5000 


Project  Good  Health  4400-1400 
General  Administration  4400-1000 


Utilization  Review 


NA 


Utilization  Review  4402-5101 
General  Administration  4400-1000 
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GENERAL  ADMINISTRATION  (4400-1000) 

FY81         FY82  FY83  FY84 

EXPENDITURES/ 

APPROPRIATION    64,628,546   67,353,423      74,714,263      87,748,000 


Despite  its  relatively  small  share  of  the  Department's  total  budget  — 
4%  in  FY83  —  the  General  Administration  account  is  the  single  most 
important  determinant  of  the  agency's  ability  to  deliver  assistance  to 
recipients  in  an  efficient  and  accurate  manner.  As  the  source  of 
funding  for  75%  of  the  Department's  staff  and  administrative  support 
costs,*  the  General  Administration  account  determines  the  number  of  staff 
that  monitor  and  review  the  eligibility  of  families  receiving  public 
assistance;  the  efficiency  of  the  automated  systems  that  deliver  this 
assistance  and  support  the  eligibility  determination  process;  the 
sophistication  of  the  agency's  information  and  accountability  systems; 
and  the  capacity  to  undertake  management  initiatives  to  improve  the 
accuracy  and  timeliness  with  which  eligibility  is  determined  and  bene- 
fits delivered. 

The  level  of  funding  in  the  General  Administration  account  is  therefore 
a  crucial  component  in  determining  costs  in  the  much  more  expensive 
program  accounts  such  as  AFDC  and  Medical  Assistance.  Inadequate  admin- 
istrative funding  in  the  past  has  consistently  proven  to  be  extremely 
costly  in  the  long  run.  Understaffing  caused  by  attempts  to  achieve 
administrative  savings,  for  example,  increases  the  amount  of  work  assigned 
to  each  eligibility  worker,  thereby  reducing  the  amount  of  attention 
that  a  worker  can  devote  to  any  one  case.  As  a  result,  changes  in 
families'  circumstances  that  should  result  in  a  case  closing  or  grant 
reduction  go  unnoticed  for  long  periods  of  time,  and  erroneous  expen- 
ditures increase.  Because  of  the  magnitude  of  the  Department's  assis- 
tance programs  compared  to  its  administrative  costs,  the  administrative 
dollars  saved  by  understaffing  and  inadequate  support  systems  are  tri- 
vial compared  to  the  program  dollars  lost. 

Conversely,  investments  in  administrative  resources  that  improve  the 
Department's  operations  pay  for  themselves  many  times  over  in  reductions 
in  erroneous  payments.  In  the  last  few  years,  the  Department  has  amply 
demonstrated  the  efficacy  of  such  investments.  Increased  administrative 
funding  provided  by  the  Legislature  has  enabled  the  Department  to  insti- 


Excluding  contracted  services,  most  of  which  apply  directly  to  par- 
ticular programs  and  therefore  are  funded  in  the  smaller  administra- 
tive accounts  which  relate  to  each  program. 
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tute  dramatic  changes  in  its  operations,  transforming  the  agency  from  an 
inefficient,  understaffed,  unfocused  operation  into  a  much  more  pro- 
fessional and  smoothly  functioning  organization.  The  Department's  oper- 
ations are  now  focused  on  serving  needy  applicants  and  recipients  as 
effectively  as  possible,  while  detecting  and  eliminating  error  and 
fraud.  It  has  begun  to  restore  credibility  and  public  confidence  in  the 
administration  of  welfare,  a  necessary  step  in  ensuring  that  the  truly 
needy   receive   adequate  assistance. 

The  results  of  this  transformation  are  evident  in  a  number  of  measures 
of  the  agency's  performance  and  are  discussed  in  more  detail  below. 
Altogether,  the  Department  estimates  that  when  fully  implemented  at  a 
cost  of  approximately  $10  million,  the  administrative  improvements 
described  in  the  following  pages  will  reduce  program  expenditures  by 
over  $100  million  per  year.  Moreover,  many  of  these  administrative 
costs  have  been  one-time  expenditures  for  systems  developments,  while 
the  resulting  savings  will  continue  over  the  years  to  come.  And  despite 
the  significant  increases  in  administrative  resources,  and  these  remark- 
able savings,  Massachusetts  still  spends  much  less  on  administrative 
costs  than  its  counterparts  in  other  comparable  states.  New  York  and 
California,  for  example,  spend  11%  of  their  welfare  budgets  for  admin- 
istration,   compared   to   7%   for  such   costs   in  the  Commonwealth.* 

This  narrative  describes  how  the  Department  spends  its  administrative 
dollars  and  the  ways  in  which  it  has  transformed  its  operations  over 
the  past  several  years.  It  then  describes  the  Department's  plans  for 
FY84  and  the  new  administrative  resources  required  to  achieve  further 
program  savings.  With  adequate  new  resources,  the  Department  will  be 
able  to  further  improve  its  operations  and  increase  its  savings.  The 
Department's  past  record  of  success  leaves  no  doubt  that  further  invest- 
ment  in  administration  is  a  wise  and   cost-effective   course. 


AGENCY  OPERATIONS  AND  ORGANIZATION 

The   Local  Office 

The  central  task  in  administering  welfare  is  eligibility  determination, 
that  is,  determining  whether  an  applicant  meets  or  a  recipient  continues 
to  meet  the  eligibility  criteria  for  the  various  programs  of  assistance. 
This  crucial  job  is  carried  out  every  day  in  each  of  the  Department's 
local   offices   by  eligiblity  workers  who  establish  the  eligibility  of 


4%    funded    in   General    Administration    plus    3%    in    all    of    the    smaller 
administrative   accounts   combined. 
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applicants  for  assistance,  determine  the  amount  of  cash  assistance,  per- 
iodically "redetermine"  the  eligibility  of  ongoing  cases,  close  cases 
when  they  become  ineligible  for  assistance,  and  initiate  changes  in  the 
level  of  assistance  grants  when  policies  or  recipients'  circumstances 
change . 

Eligiblity  workers  report  to  supervisors.  The  Department's  supervisors 
are  a  crucial  link  in  its  operations:  they  are  responsible  for  ensuring 
that  workers'  time  is  productively  organized  and  their  work  meets  estab- 
lished standards  of  accuracy  and  timeliness.  Supervisors  also  have  pri- 
mary responsibility  for  ensuring  that  workers  implement  new  policy 
changes   and  special  Department   initiatives    correctly. 

Supervisors  report  to  the  local  office  director,  who  is  responsible  for 
the  overall  management  of  the  office  and  its  performance  on  the  Depart- 
ment's  accuracy  and  timeliness  measures. 

The  level  of  staffing  in  each  local  office  —  and  thus  for  the  Depart- 
ment as  a  whole  since  81%  of  the  Department's  staff  work  in  its  local 
offices  —  is  driven  by  the  number  of  welfare  cases  under  the  office's 
jurisdiction.  On  average  the  number  of  cases  receiving  assistance  de- 
termines the  number  of  eligibility  workers  needed;  the  number  of  work- 
ers, in  turn,  determines  the  number  of  clerical  and  supervisory  staff 
required.  In  order  to  minimize  error  and  inefficiency,  it  is  important 
that  the  Department  adjust  staffing  levels  when  caseload  levels  change. 
If  there  are  too  few  eligiblity  workers  and  support  staff  relative  to 
the  number  of  cases,  redeterminations  of  eligibility  will  occur  less 
frequently,  and  workers  will  be  unable  to  respond  quickly  to  the  fre- 
quent changes  in  family  circumstances  that  affect  the  eligibility  or 
grant  level  of  a  case.  For  the  relatively  low  price  of  adequate  staff- 
ing, therefore,  the  Department  is  able  to  avoid  misspending  large 
amounts  of   program  dollars. 


Central  Office 

The  tasks  of  the  staff  in  the  Department's  Central  Office  fall  into  two 
main  categories.  The  first  is  the  support  of  the  eligibility  monitoring 
and  adjustment  activities  carried  out  by  local  office  staff.  The  level 
and  sophistication  of  this  support  —  the  amount  of  information  on  case 
circumstances  provided  to  eligibility  workers  and  the  ease  with  which 
they  are  able  to  adjust  grant  levels  and  eligibility  status  in  response 
to  changes  in  these  circumstances  —  are  a  direct  function  of  Central 
Office  planning  and  automated  systems  design.  As  described  below,  im- 
provements in  this  support  are  a  primary  factor  behind  the  Department's 
success   in  recent  years. 

The  second  function  of  Central  Office  staff  is  the  strict  fiscal  and 
programmatic  control  necessary  to  manage  a  $2  billion  agency.  The  prin- 
cipal  tasks   comprising  this   function  include    the   following: 
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o  Translating  legislative  or  executive  directives  into  detailed 
policies  and  devising  and  drafting  procedures  to  ensure  that  these 
policies   are   implemented   in  a  consistent  way   in  all   local   offices. 

o  Monitoring  the  accuracy  and  timeliness  of  work  in  each  office, 
providing  feedback  to  the  offices  on  their  performance,  and  ana- 
lyzing this  information  on  performance  to  design  statewide  and 
office-specific  error  reduction  strategies. 

o  Performing  the  detailed  accounting  tasks  required  to  track  all 
expenditures  and  preparing  the  financial  reports  necessary  for 
state  and   federal   audits  and   for  federal   reimbursement. 

o  Allocating  the  Department's  administrative  resources  among  com- 
peting needs   and   priorities. 

o  Processing  personnel  and  payroll  actions  for  the  Department's 
staff. 

o  Generating  revenues  for  the  Commonwealth  by  collecting  child  sup- 
port payments  from  the  absent  parents  of  children  on  welfare  and 
recouping  overpayments  made    to   recipients   and  vendors. 

o  Providing  legal  support  for  a  variety  of  activities,  including 
policy  development,    litigation,    and   the  drafting  of   legislation. 


RECENT  AND  CURRENT   INITIATIVES 

Over  the  past  several  years,  the  Department's  operations  have  undergone 
a  major  transformation.  Less  than  six  years  ago,  the  Department  of 
Public  Welfare  was  an  inefficient  and  unresponsive  organization,  plagued 
by  high  error  rates  and  poor  service  to  recipients.  The  dual  role"  of 
the  Department  as  the  provider  of  cash  assistance  and  social  services 
had  given  rise  to  confused  and  often  conflicting  priorities,  with  the 
result  that  neither  function  was  consistently  performed  in  an  adequately 
professional  manner.  Staff  activity  was  not  directed  toward  a  set  of 
consistent,  statewide  goals;  the  agency's  procedures  and  systems  were 
outdated  and  unfocused;  statewide  standards  for  measuring  performance 
and  enforcing  accountability  did   not  exist. 

Today,  the  Department  is  a  much  more  professional  and  efficient  agency. 
Staffing  levels  in  local  offices  are  adequate  to  cover  all  cases,  and 
eligibility  staff  receive  much  better  training  for  their  jobs.  Their 
eligibility  work  is  supported  by  increasingly  sophisticated  automated 
systems  and  professional  physical  settings,  and  is  measured  according  to 
statewide    standards   of   accuracy  and   timeliness. 

The  results  of  this  transformation  are  measurable  improvements  in  the 
Department's    performance.       The    proportion   of    dollars    spent    in  error   In 
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the  Department's  largest  cash  assistance  program,  Aid  to  Families  with 
Dependent  Children  (AFDC)  —  the  program  on  which  most  of  the  management 
initiatives  of  the  past  several  years  have  been  concentrated  —  has 
fallen  from  almost  25%  to  less  than  7%,  saving  the  Commonwealth  tens  of 
millions  of  dollars  in  AFDC  spending  and  federal  sanctions.  The  7% 
error  rate  is  the  lowest  ever  and,  because  of  the  way  in  which  the 
federal  government  measures  error,  may  well  overstate  the  actual  amount 
of  mispayment  (see  discussion  of  the  error  rate  in  the  narrative  on  the 
AFDC  account,  4403-2000).  Meanwhile,  the  Department  has  also  made 
substantial  progress  in  reducing  its  error  rate  in  the  Food  Stamp  and 
Medicaid  programs,  cutting  the  latter  in  half  in  the  last  two  years. 
The  timeliness  with  which  the  Department  delivers  benefits  to  eligible 
recipients  has  also  improved  greatly:  the  percentage  of  approved  AFDC 
and  GR  applications  processed  within  required  time  frames  has  risen  from 
82.2%   in  late    1978   to  95.8%  in  mid-1982. 

This  remarkable  transformation  in  the  Department's  operations  and  per- 
formance is  the  direct  result  of  the  increases  in  administrative  re- 
sources provided  by  the  Legislature  and  the  Administration  since 
FY80-81.  With  the  separation  of  the  services  function  into  the  Depart- 
ment of  Social  Services  in  1980,  the  Department  was  able  to  articulate  a 
clear  professional  goal  —  that  of  timely  and  accurate  provision  of  cash 
and  medical  assistance  to  the  needy.  With  the  increased  resources  pro- 
vided by  the  Legislature  and  the  Administration,  it  was  able  to  restruc- 
ture the  agency's  operations  in  pursuit  of  this  goal.  This  section 
describes  the  highly  successful  administrative  initiatives  permitted  by 
the  increase  in  funding.  They  fall  into  four  major  categories:  automa- 
tion of  formerly  manual  functions;  reorganization  of  work  in  field 
offices;  performance  measurement  and  increased  accountability;  and 
detection  and  deterrence   of   recipient   fraud. 


Computerization 

The  task  of  eligibility  determination  has  been  and  is  likely  to  continue 
to  be  highly  labor-intensive.  Nevertheless,  by  performing  some  of  the 
more  routine  and  clerical  aspects  of  eligibility  work  and  facilitating 
case  processing,  automated  systems  can  greatly  improve  the  efficiency 
with  which  staff  make  eligibility . determinations  and  grant  adjustments. 
While  most  of  the  Department's  functions  are  still  done  manually, 
several  steps  over  the  past  few  years  have  increased  the  automated  sup- 
port  provided   to   staff   and  streamlined   the  agency's   operations. 

First,  the  Department  has  put  computer  terminals  in  its  largest  welfare 
offices.  This  step  has  replaced  a  cumbersome  manual  batch  system  for 
making  case  changes  with  a  direct  link  between  those  who  determine  elig- 
ibility and  the  automated  system  that  generates  the  benefits  issued  to 
recipients  in  the  form  of  assistance  checks,  Medicaid  ID  cards,  and  Food 
Stamp    authorizations.       Instead    of    sending    case    closings    or    changes    in 
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assistance  levels  by  courier  to  regional  data  processing  centers  and 
waiting  several  days  for  confirmation  that  the  action  vent  through  (or 
did  not  go  through  and  must  be  resubmitted),  workers  can  now  post  such 
changes  directly  to  the  central  computer  and  receive  immediate  confir- 
mation. This  change  has  freed  staff  time  from  paperwork,  eliminated  the 
regional  data  processing  centers,  and  greatly  increased  the  speed  with 
which  the  agency  responds  to  changes  in  recipients'  eligibility.  In 
doing  so,  it  has  reduced  the  number  of  checks  that  families  receive 
after  they  have  become  ineligible,  thereby  generating  large  program 
savings.  The  Department  estimates  that  the  more  rapid  eligibility  ad- 
justments permitted  by  the  local  office  terminals  reduce  program  expen- 
ditures by  roughly  $1.5  million  a  year. 

A  second  important  step  is  the  expansion  of  the  computerized  component 
of  the  Monthly  Income  Reporting  System  (MIRS).  This  system,  which  has 
been  operating  on  a  pilot  basis  since  July  of  1981,  automatically  calcu- 
lates cash  and  Food  Stamp  grants  on  the  basis  of  information  submitted 
by  the  recipient.  It  thus  permits  monthly  adjustments  of  benefits  in 
response  to  changes  in  policy  or  the  recipients'  circumstances.  Monthly 
adjustments  —  which  are  not  possible  without  a  computer  to  handle  the 
large  amount  of  paperwork  generated  —  greatly  increase  the  accuracy  of 
benefit  levels.  MIRS  has  several  other  positive  features.  It  assists 
workers  by  reducing  the  paperwork  involved  in  processing  eligibility  and 
case  maintenance  changes.  It  assists  supervisors  in  ensuring  that 
workers  respond  appropriately  to  changes  in  recipients'  circumstances. 
Finally,  its  automatic  grant  recalculation  feature  is  of  invaluable 
assistance  in  the  implementation  of  statewide  policy  changes.  For 
example,  MIRS  permitted  the  Department  to  implement  last  year's  major 
federal  AFDC  policy  changes  much  more  quickly  than  would  otherwise  have 
been  possible,  saving  nearly  $27  million  in  AFDC  expenditures. 

MIRS  will  be  implemented  in  all  local  offices  throughout  the  state  by 
the  fall  of  1982.  Its  computerized  component  will  form  one  of  the  sub- 
systems of  the  comprehensive  Massachusetts  Public  Assistance  Control 
System  (MPACS)  on  which  the  Department  will  be  working  in  FY84  (see 
narrative  below  on  the  FY84  budget  request  for  the  General  Administra- 
tion account) . 

A  third  computerization  effort  is  a  new  system  for  processing  claims 
from  Medicaid  providers.  After  numerous  difficulties  in  finding  an 
appropriate  contractor,  the  Department  will  finally  implement  this  new 
system,  the  Medicaid  Management  Information  System  (MMIS),  in  early 
1983.  MMIS  will  result  in  large  savings  in  program  expenditures  by 
increasing  the  Department's  ability  to  detect  fraud  and  abuse  through 
ensuring  that  Medicaid  is  the  payor  of  last  resort,  monitoring  and 
controlling  utilization  of  Medicaid  services  by  recipients,  and  reducing 
duplicate  payments.  The  system  is  funded  out  of  the  Medical  Administra- 
tion account  (4400-1003)  and  is  discussed  more  fully  in  the  narrative 
for  that  account. 
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Fourth,  the  Department  has  developed  computerized  systems  to  facilitate 
the  collection  of  $40  to  $50  million  annually  in  child  support  payments. 
By  centralizing  and  updating  information  on  absent  parents,  and  increas- 
ing the  ease  and  speed  with  which  the  Department's  Child  Support  En- 
forcement Unit  staff  can  access  this  information,  automation  will 
greatly  improve  the  Unit's  ability  to  collect  support  payments  from  the 
absent  parents  of  children  who  are  receiving  public  assistance.  The 
Child  Support  Enforcement  Unit,  and  the  automation  of  its  information 
systems,  is  described  in  more  detail  in  the  narrative  for  the  Child 
Support  Enforcement  account  (4400-1004). 

Finally,  in  FY83  the  Department  will  largely  automate  two  essentially 
clerical  Central  Office  functions:  financial  accounting  and  the  person- 
nel and  payroll  process.  Computerization  of  these  manual  systems  will 
allow  the  Department  to  process  payments  and  personnel  actions  more 
quickly  and  will  provide  much  better  and  more  timely  management  infor- 
mation, including  that  required  to  allocate  costs  for  federal  reimburse- 
ment. Automation  of  the  Department's  accounting  system,  together  with 
modifications  of  the  Comptroller's  system,  will  greatly  enhance  the 
Department's  ability  to  ope rationalize  the  program  budget  concept  intro- 
duced by  the  Legislature  in  the  General  Administration  account  in  FY83, 
and  help  to  realize  the  budgetary  efficiencies  envisioned  by  this  con- 
cept. In  the  area  of  personnel  and  payroll  actions,  the  Department  is 
preparing  for  the  conversion  of  its  records  and  processing  systems  to 
the  automated  statewide  Personnel  Management  Information  System  (PMIS) 
by  the  end  of  FY83. 


Reorganization  of  Work  in  Field  Offices 

Because  the  eligibility  work  of  staff  in  local  offices  is  so  central  to 
the  Department's  performance,  many  of  the  initiatives  of  the  past 
several  years  have  focused  on  reorganizing  operations  in  these  offices 
to  improve  productivity  and  efficiency.  Four  aspects  of  this  reorgani- 
zation have  been  particularly  important. 

First,  the  Department  has  streamlined  its  operations  and  eliminated 
duplicative  functions  by  consolidating  field  offices.  It  has  eliminated 
six  regional  administrative  offices  and  consolidated  thirty  small  offi- 
ces, reducing  the  number  of  field  offices  to  under  seventy.  By  the  end 
of  FY83,  there  will  be  fewer  than  sixty  local  offices  —  slightly  over 
half  the  number  operating  at  the  beginning  of  FY81.  Merging  offices 
which  serve  continguous  areas  promotes  efficiency  and  reduces  costs  in  a 
number  of  ways.  First,  it  provides  managers  more  flexibility  in  the  use 
of  staff  and  allows  for  consolidation  of  workloads  and  partial  super- 
visory units,  so  that  all  staff  are  assigned  a  full  workload.  Second, 
it  facilitates  greater  specialization  of  workers,  supervisors,  and  man- 
agement control  systems,  improving  the  accuracy  and  efficiency  of  eligi- 
bility work.    Third,  it  permits  a  reduction  in  "overhead"  staff 
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f unctions  —  staffing  of  reception  areas  and  telephones,  for  example. 
Finally,  it  decreases  the  total  need  for  expensive  equipment,  such  as 
on-line  computer  terminals. 

As  it  merges  offices,  the  Department  has  also  been  upgrading  office 
space  and  equipment.  In  previous  years,  cramped  quarters,  poor  equip- 
ment, and  often  extremely  unpleasant  physical  surroundings  lowered  pro- 
ductivity and  decreased  the  quality  of  work  by  making  it  difficult  for 
staff  to  interview  recipients  and  organize  their  work  effectively,  and 
by  reducing  staff  morale.  The  improvement  and  professionalization  of 
these  conditions  associated  with  office  consolidation  and  relocation 
have  thus  been  important  in  increasing  the  productivity  and  efficiency 
of  local  operations. 

A  second  major  reorganization  of  field  activity  has  been  the  institution 
of  Workload  Management,  a  new  system  for  assigning  eligibility  work 
within  local  offices.  Constrained  by  contract  provisions,  the  Depart- 
ment has  for  years  been  assigning  work  on  a  caseload  basis,  with  each 
worker  handling  roughly  the  same  number  of  cases,  regardless  of  their 
relative  complexity.  The  repeal  of  the  limiting  contract  provisions  has 
allowed  two  key  innovations.  First,  work  can  now  be  assigned  to  workers 
and  supervisory  units  on  the  basis  of  the  nature  of  the  task  to  be  per- 
formed (redetermination  or  case  maintenance,  for  example);  a  single 
worker  need  no  longer  handle  all  tasks  associated  with  a  particular 
case.  Second,  the  Department  can  now  measure  workload  and  productivity 
by  the  number  of  tasks  performed  rather  than  by  the  number  of  cases 
assigned.  Separating  the  eligiblity  tasks  by  function  allows  workers  to 
specialize  and  to  plan  their  work  more  efficiently  and  allows  super- 
visors to  assign  work  and  measure  productivity  more  accurately.  Over- 
all, the  new  work  assignment  system  results  in  greater  flexibility  in 
work  and  staff  assignment,  increased  productivity  through  the  optimum 
use  of  staff,  and  more  equitable  work  assignments.  The  system  was  pi- 
loted successfully  in  forty-one  offices  during  FY82,  and  then  expanded 
to  all  offices  in  the  state  in  early  FY83. 

A  third  reorganization  is  the  elimination  of  home  visits  as  part  of  the 
eligibility  redetermination  process.  Formerly,  workers  visited  the 
homes  of  nearly  all  AFDC  and  GR  recipients  roughly  twice  a  year  to  rede- 
termine eligibility.  Since  the  home  visit  is  time-consuming  and  not 
necessary  for  an  accurate  redetermination,  elimination  of  home  visits 
increases  productivity  and  targets  workers'  time  more  effectively. 
Under  the  new  procedures,  workers  still  visit  the  homes  of  applicants 
for  assistance  and  of  recipients  who  are  disabled;  but  in  all  other 
cases  home  visits  are  now  replaced  by  interviews  conducted  at  the  local 
office.  This  virtually  eliminates  workers'  travel  time  without  decreas- 
ing the  accuracy  of  the  redetermination  process. 

A  fourth  reorganization  is  the  institution  of  group  redeterminations. 
Under  the  new  procedures,  now  being  piloted  in  local  offices,  a  team  of 


-13- 


three  eligiblity  workers  meets  with  a  group  of  fifteen  recipients  to 
help  them  fill  out  the  redetermination  forms,  and  then  each  worker 
interviews  five  recipients  individually  to  complete  the  redetermination 
process.  Compared  to  the  former  practice  of  fully  individualized 
redeterminations,  group  redeterminations  save  time  for  the  workers, 
thereby  increasing  efficiency  and  productivity. 

A  final  reorganization  is  the  establishment  of  specialized  Long  Term 
Care  Units  (LTCUs).  In  FY81,  the  Department  began  shifting  respon- 
sibility for  approving  and  redetermining  the  eligibility  of  all  Medicaid 
recipients  in  long  term  care  facilities  (nursing  homes  and  chronic 
hospitals)  from  the  local  offices  to  four  specialized  units  located 
across  the  state.  The  purpose  of  this  shift  has  been  to  reduce  errors 
in  these  most  expensive  cases  —  the  Department  spends  almost  $2  million 
each  day  on  them  —  by  training  workers  more  carefully,  enforcing  poli- 
cies consistently  and  focusing  more  attention  on  their  unique  eligibil- 
ity problems.  The  establishment  of  the  specialized  Long  Term  Care  Units 
thus  decreases  errors  in  the  determination  of  Medicaid  eligibility  while 
ensuring  that  the  Commonwealth  incurs  the  heavy  cost  of  nursing  home 
care  only  to  the  extent  that  such  care  is  appropriate. 


Strengthening  Accountability 

To  ensure  that  field  staff  structure  their  time  and  activity  in  accord- 
ance with  uniform  instructions  reflecting  the  agency's  goals,  a  system 
of  accountability  is  necessary.  Over  the  past  several  years,  the  De- 
partment has  taken  a  number  of  steps  to  increase  its  ability  to  measure 
the  quantity  and  quality  of  work  at  all  levels  of  the  agency  and  to  hold 
staff  accountable  for  their  performance. 

First,  the  Department  has  developed  and  implemented  quantitative  mea- 
sures of  the  work  performed  by  the  eligiblity  worker,  supervisory  unit, 
and  local  office.  Sophisticated  automated  systems  allow  the  measurement 
at  a  central  level  of  the  number  of  case  reviews  and  other  case  actions 
completed  by  workers  across  the  state  and  of  the  timeliness  with  which 
these  reviews  and  actions  are  completed.  Managers  at  Central  Office  and 
at  the  local  level  now  have  the  information  to  identify  specific  prob- 
lems in  the  field  —  to  know,  for  example,  that  worker  X  is  processing 
grant  adjustments  too  slowly,  or  supervisory  unit  Y  is  falling  behind  in 
its  redeterminations. 

Second,  the  Department  has  developed  measures  of  the  quality  of  eligi- 
bility work  done  in  local  offices.  The  principal  quality  measurement 
tool  is  the  Quality  Assurance  (QA)  system,  which  was  initiated  in  FY79. 
Under  this  system,  teams  of  central  staff  review  local  office  case 
records  for  certain  leading  indicators  of  error  to  score  the  accuracy  of 
the  work  of  individual  offices  and  supervisory  units.  By  FY82,  QA  teams 
were  scoring  all  offices  and  supervisory  units  in  the  state  twice  a  year 
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on  accuracy  in  administration  of  the  AFDC  program.  In  FY83,  the  Depart- 
ment is  expanding  the  QA  system  to  the  General  Relief,  Food  Stamp,  and 
Medicaid-Only  programs.  The  tool  for  measuring  the  quality  of  work  at 
the  individual  worker  level  is  the  Supervisory  Review  Instrument  (SRI). 
SRI  standardizes  the  process  used  by  supervisors  to  review  the  case 
actions  and  redeterminations  done  by  workers  each  month.  Closely  asso- 
ciated with  the  QA  measurement  instrument,  the  SRI  focuses  the  super- 
visor's attention  on  those  aspects  of  an  eligibility  redetermination 
that  are  statistically  correlated  with  error.  For  example,  since  the 
absence  of  five  weeks'  of  wage  information  is  known  to  be  correlated 
with  error  in  the  determination  of  the  eligibility  and  benefits  of  AFDC 
cases  with  earned  income,  the  SRI  ensures  that  the  supervisor  checks 
that  five  wage  stubs  are  in  the  case  record  and  were  used  to  assess  the 
recipient's  income.  Thus,  in  addition  to  measuring  the  quality  of 
individual  case  actions  and  providing  a  quality  score  for  each  worker 
each  month,  the  SRI  has  served  as  a  tool  in  educating  workers  and  super- 
visors about  what  eligibility  factors  are  most  likely  to  be  in  error  and 
what   is   the   likely  cause   of   a  particular   kind  of  error. 

The  third  step  in  strengthening  accountability  has  been  to  use  the 
information  generated  by  the  quantitative  and  qualitative  work  measure- 
ments to  evaluate  staff  performance.  The  Department  began  this  eval- 
uation several  years  ago  by  establishing  statewide  standards  for  the 
number  of  redeterminations  completed  and  instituting  disciplinary  pro- 
ceedings against  staff  who  failed  to  meet  these  standards.  It  has  since 
established  quality  standards  as  well.  It  now  regularly  monitors  and 
evaluates  office  performance  by  means  of  a  monthly  report  that  ranks  the 
Department's  local  offices  on  key  performance  measures:  accuracy,  as 
measured  by  the  Quality  Assurance  review  system;  timeliness  of  applica- 
tion processing;  and  percentage  of  required  redeterminations  completed. 
This  regular,  detailed  reporting  and  evaluation  of  office  performance, 
which  would  not  have  been  possible  without  the  development  of  tools  for 
measuring  performance,  has  been  crucial  in  strengthening  accountability 
and  ensuring  that  activity  at  all  levels  of  the  agency  is  focused  on  the 
goal   of   accurate   and   timely  delivery  of   benefits. 


Fraud  Detection  and  Deterrence 

Most  of  the  measures  described  above  were  designed  to  increase  the 
accuracy  and  efficiency  of  the  Department's  operations,  thereby  de- 
creasing agency-caused  error.  Reduction  in  client-caused  error  and 
fraudulent  claims  on  the  part  of  welfare  applicants  and  recipients 
requires  a  different  set  of  tools.  While  working  to  reduce  agency  error 
over  the  past  several  years,  the  Department  has  also  taken  steps  to 
deter  recipient   fraud   through   Increased  detection. 

First,  the  Department  has  been  matching  its  recipient  files  with  the 
records    of    the    state    Department    of    Revenue    (DOR)    to    verify    the    state- 
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ments  of  applicants  and  recipients  as  to  their  employment  status  and 
earnings.  These  file  matches  are  now  completely  integrated  into  the 
Department's  day-to-day  eligibility  operations:  the  claims  of  all 
applicants  for  assistance  are  routinely  checked  against  the  DOR  wage 
file  before  the  application  is  approved,  as  is  each  month's  listing  of 
ongoing  cases  due  for  redetermination.  Each  eligibility  worker's  list  of 
cases  to  be  redetermined  thus  automatically  includes  recent  information 
from  the  DOR  file  as  to  a  recipient's  employment  status  and  earnings. 
The  Department  estimates  that  the  integration  of  wage  matches  into  the 
eligibility  process  saves  the  Commonwealth  roughly  $.55  million  a  year 
in  erroneous  welfare  payments. 

Second,  the  Department  has  begun  matching  its  recipient  files  with  the 
records  of  several  of  the  Commonwealth's  major  banks.  This  allows 
detection  of  any  bank  accounts  that  the  recipient  or  applicant  has  not 
revealed  to  the  Department,  something  that  would  be  virtually  impossible 
without  using  a  centralized  automated  system  such  as  the  one  now  in 
place.  Since  bank  accounts  with  balances  in  excess  of  the  allowable 
asset  limits  —  $1,000  in  AFDC,  $2,000  in  Medicaid,  $250  in  GR,  and 
$1,500  in  Food  Stamps  —  are  a  large  source  of  error  in  these  programs, 
computerized  bank  matches  are  crucial  in  detecting  and  reducing  recip- 
ient error  and  fraud.  An  initial  match  with  23  banks  identified  $3.6 
million  in  surplus  assets.  The  Department  is  now  moving  to  expand  these 
matches  to  include  all  of  the  banks  in  the  Commonwealth  and  expects 
significant  savings  from  case  closings  and  recoupment. 

Third,  the  Department  has  started  issuing  embossed  photo  ID  cards  to 
recipients.  These  new  ID  cards,  which  will  be  in  use  throughout  the 
state  in  FY83,  significantly  reduce  theft  and  other  unauthorized  use  of 
checks  and  Food  Stamps. 

Finally,  the  Department  has  greatly  increased  referrals  of  cases  of 
suspected  fraud  to  the  Bureau  of  Special  Investigations  (BSI)  of  the 
state's  Executive  Office  for  Administration  and  Finance.  As  a  result  of 
the  wage  and  bank  matches,  new  photo  IDs,  and  increased  vigilance  and 
fraud  awareness  on  the  part  of  Department  staff,  fraud  referrals  to  BSI 
have  increased  fifteenfold  over  the  past  four  years.  During  this  same 
period  the  number  of  fraud  convictions  has  increased  from  40  to  840  per 
year,  and  the  amount  ordered  or  voluntarily  agreed  to  be  repaid  has 
increased  from  $.35  million  to  $13  million  yearly.  By  making  It  clear 
that  the  Commonwealth  will  detect  and  eliminate  fraud,  the  increases  in 
investigations  and  convictions  have  discouraged  further  attempts  to 
defraud  the  system.  It  is  to  be  hoped  that  they  have  also  helped 
restore  the  public's  confidence  that  its  welfare  dollars  are  benefiting 
those  who  are  truly  in  need,  and  have  thereby  increased  the  public's 
willingness  to  meet  that  need. 
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FY84  REQUEST 

For  FY84  the  Department  is  requesting  $87.7  million  in  the  General 
Administration  account,  an  increase  of  $13  million  above  projected  FY83 
expenditures.  Of  this  increase,  $2.5  million  represents  the  net  result 
of  shifting  certain  staff  and  administrative  systems  costs  between 
General  Administration  and  the  Department's  other  administrative 
accounts,  and  funding  the  full-year  cost  of  initiatives  started  during 
FY83.  Another  $4.2  million  represents  the  cost  of  maintaining  staff  and 
systems  at  their  current  levels  in  the  face  of  inflation  and  non-discre- 
tionary salary  cost  increases.  Maintenance  of  these  resources  at 
current  levels  is  essential  if  the  Department  is  to  prevent  erosion  of 
the  administrative  improvements  that  have  proved  so  successful  in 
reducing  erroneous  expenditures  in  recent  years. 

The  remaining  $6.3  million  of  the  increase  over  FY83  expenditures  repre- 
sents new  administrative  resources  for  error  reduction.  This  increase 
is  small  compared  to  both  the  total  General  Administration  request  and 
the  increase  of  recent  years,  but  it  is  crucial  if  the  Department  is  to 

achieve  further  savings  and  avoid  federal  fiscal  sanctions.  Despite  the 
improvements  of  the  past  few  years  federal  error  targets  for  FY84  will 
require  the  Department  to  decrease  its  low  error  rates  even  further. 
The  federal  FY84  target  for  the  AFDC  program,  for  example,  is  now  4%  and 
may  go  even  lower;  for  each  percentage  point  that  the  AFDC  error  rate  is 
above  the  target,  the  Commonwealth  will  face  $2.3  million  in  federal 
sanctions.  It  is  imperative,  therefore,  that  the  state  invest  in  the 
resources  to  yield  further  error  rate  reductions. 

But  further  reductions  will  require  new  types  of  measures.  The  error 
that  remains  in  the  AFDC  program  is  virtually  all  client  caused;  the 
steps  taken  in  recent  years  have  nearly  eliminated  error  caused  by  the 
Agency.  The  resources  required  to  reduce  this  remaining  error  will  not 
be  additional  staff,  as  has  been  the  case  in  previous  years.  Instead, 
the  Department  plans  to  invest  its  new  FY84  resources  in  improving  the 
capabilities  of  its  systems.  The  two  major  projects  for  which  new 
resources  are  requested  for  FY84  are  the  development  of  a  new  automated 
eligibility  system  and  the  continued  consolidation  of  local  offices. 


New  Eligibility  System 

For  FY84  the  Department  is  requesting  $4.5  million  for  the  development 
of  a  new,  comprehensive  eligibility  system.  This  system,  known  as  the 
Massachusetts  Public  Assistance  Control  System  (MPACS) ,  is  the  key  to 
further  success  in  error  reduction;  the  current  antiquated  patchwork  of 
recipient  systems  is  simply  not  up  to  the  sophisticated  tasks  required 
to  reduce  the  "hard  core"  of  error  that  now  remains  in  the  AFDC  and 
other  assistance  programs. 
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Originally  developed  in  the  1970' s  as  a  check-writing  system,  the 
Department's  basic  recipient  system  was  designed  for  much  smaller  and 
less  complex  programs.  Because  the  system  was  not  able  to  generate  good 
management  information  or  adjust  readily  to  programmatic  changes,  a 
variety  of  automated  subsystems  were  added  on  to  the  basic  system  to 
handle  new  functions,  meet  new  needs,  and  respond  to  changes  in  the 
state  and  federal  laws  and  regulations  which  govern  Department  programs. 
The  resulting  amalgam  of  subsystems  is,  unsurprisingly,  slow  in  pro- 
cessing cases,  inefficient  and  extremely  expensive  to  operate,  incapable 
of  major  or  timely  modifications,  and  heavily  dependent  upon  costly, 
inefficient  manual   intervention. 

While  the  initiatives  of  the  past  few  years  have  worked  around  and  over- 
come some  of  the  deficiencies  of  the  current  systems,  the  Department  has 
done  as  much  as  it  can  within  the  constraints  which  they  impose.  To 
achieve  further  savings,  the  Department  needs  a  sophisticated  eligibil- 
ity cross-checking  capacity,  detailed  management  information,  and  flex- 
ible and  efficient  processing  of  case  actions.  It  has  become  clear  that 
modifications  of  existing  systems  through  patchwork  integration  is  no 
longer  adequate   to  meet   these   needs. 

MPACS  will  replace  this  patchwork  with  a  single  integrated  data  pro- 
cessing system  and  a  comprehensive  data  base  for  all  programs.  Designed 
as  a  management  information  as  well  as  a  check-writing  system,  MPACS 
will  provide  the  Department  with  much  more  information  for  decision 
making.  An  integrated,  up-to-date  system,  it  will  process  case  actions 
rapidly  and  efficiently,  and  will  be  relatively  easy  to  modify  in 
response  to  changing  needs.  Most  importantly,  MPACS  will  be  able  to 
perform  vital  verification  and  control  functions  far  more  efficiently 
and   cost-effectively   than  existing  automated  or  manual   systems   can: 

o  It  will  edit  all  inputs,  clients'  monthly  reports  as  well  as 
actions  processed  by  workers,  to  screen  out  inconsistencies  and 
errors  before  they  enter  the  system.  It  will  also  cross-check 
eligibility  on  all  new  cases,  to  insure  that  they  are  not  already 
receiving  assistance   under  other  programs   or  in  other  offices. 


o 


It  will  perform  extensive  matching  of  the  Department's  recipient 
files  with  those  of  agencies  and  organizations  such  as  the  Depart- 
ment of  Revenue  and  private  banks. 

o  It  will  automatically  determine,  record,  and  audit  any  overpay- 
ments, substantially  increasing  the  efficiency  of  the  Department's 
efforts  to  recoup  overpayments,  and  provide  information  that  other 
systems  -  such  as  the  Child  Support  and  Medicaid  Management  Infor- 
mation System  -needed  in  order  to  recover  funds. 

o  It  will  provide  timely,  detailed,  and  comprehensive  data  on  per- 
formance of  staff  and  units  throughout  the  organization,  data  now 
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collected  largely  by  hand  if  available  at  all.  This  includes  data 
on  the  performance  of  local  offices,  supervisory  units  and  indivi- 
dual workers,  and  analyses  of  leading  causes  of  error  in  all  cate- 
gories of  assistance. 

Work  on  MPACS  has  already  begun.  By  mid-FY83  the  Department  will  have 
selected  a  management  systems  consulting  firm  to  design  and  implement 
the  system  over  a  period  of  2  to  3  years.  By  the  end  of  FY83,  the  con- 
tractor's general  requirements  study  will  be  completed.  Systems  design 
work  and  some  software  development  will  occur  during  FY84,  and  full  im- 
plementation is  scheduled  for  FY85.  The  total  cost  of  the  new  system 
over  the  next  three  years  is  estimated  at  $8.3  million  including  the 
$4.5  million  requested  for  FY84.  All  expenditures  on  MPACS  will  be  fed- 
erally reimbursed  at  about  85%,  for  a  net  state  cost  of  $1.2  million 
over  the  3  years  and  of  $.7  million  in  FY84.  With  this  one-time  invest- 
ment, the  transformation  of  the  Department  from  an  inefficient,  labor- 
intensive  operation  into  a  streamlined  modern  organization  will  finally 
be  complete. 


Office  Consolidations  and  Improvements 

The  second  major  FY84  effort  for  which  new  administrative  resources  are 
requested  is  the  continued  streamlining  of  field  operations  through  the 
consolidations  of  additional  local  offices.  The  goal  of  these  consoli- 
dations is  the  establishment  of  a  network  of  about  40  Community  Service 
Area  Offices  (CSAOs),  with  small  satellite  intake  units  maintained  in 
outlying  areas  in  which  distance  or  limited  public  transportation  make 
access  to  the  main  office  unreasonably  difficult.  This  network  will 
replace  the  legacy  of  the  town-administered  welfare  system  (over  100 
separate  offices,  many  of  them  quite  small,  remained  as  recently  as  two 
years  ago)  with  offices  of  a  size  much  better  suited  to  an  efficient  and 
highly  automated  system. 

The  consolidation  of  offices,  initiated  in  FY81  and  nearing  completion 
in  FY84,  promotes  efficiency  and  reduces  costs  in  a  number  of  ways.  It 
allows  for  the  consolidation  of  partial  workloads  and  partial  supervi- 
sory units,  so  that  all  staff  are  assigned  a  full  workload.  It  facili- 
tates greater  specialization  of  functions,  and  permits  a  reduction  in 
overhead  functions.  Finally,  it  reduces  the  total  need  for  the  expen- 
sive equipment  which  is  becoming  increasingly  important  to  the 
Department's  operations  as  automation  proceeds. 

For  FY84,  the  Department  is  requesting  $.4  million  to  reduce  the  number 
of  local  offices  from  54  at  the  end  of  FY83  to  43.  These  funds  will 
allow  the  completion  of  consolidations  that  require  relocating  merged 
offices  into  larger  and  superior  space,  rather  than  simply  folding  a 
smaller  office  into  a  larger  one.  As  has  been  true  of  the  Department's 
past  initiatives,  these  initial  administrative  outlays  will  pay  for 
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themselves  many  times  over  as  greater  management  control,  increased 
efficiency,  and  improved  accuracy  reduce  erroneous  program  expenditures. 
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TRAINING  (4400-1035) 

FY81         FY82         FY83         FY84 

EXPENDITURES/ 

APPROPRIATION        455,149      762,170      858,786     921,000 


DESCRIPTION 

Training  is  a  critical  element  in  the  Department's  overall  error  reduc- 
tion strategy  in  AFDC,  General  Relief,  Food  Stamps,  and  Medicaid  eligi- 
bility. Training  is  the  vehicle  for  communicating  to  the  individual 
worker  the  agency's  objectives,  the  individual's  role  in  achieving  these 
objectives,  and  the  skills  and  knowledge  that  are  necessary  to  enable 
him  or  her  to  fulfill  this  role.  Training  is  also  the  vehicle  for 
introducing  major  systems  changes  to  all  workers,  and  for  keeping  all 
workers  current  with  changing  policy  and  procedure.  In  addition, 
training  is  one  of  the  primary  ways  in  which  the  Department  communicates 
new  directions   and  initiatives   to  staff. 

In  FY80,  the  Department  introduced  an  on-the-job  training  program  for 
new  AFDC  workers.  The  traditional  approach  was  to  give  new  workers  a 
brief  stint  in  the  classroom  before  placing  them  directly  in  eligibility 
units  where  they  were  assigned  full  caseloads.  Because  the  classroom 
training  was  neither  thorough  nor  uniform,  new  workers  were  often  unpre- 
pared to  assume  full  case-carrying  responsibilities.  This  resulted  in 
high  turnover  and  increased  error  rates  among  new  staff.  Also,  regular 
line  supervisors  were  forced  to  spend  much  of  their  time  instructing  new 
workers  on  the  job  to  make  up  for  the  deficiencies  of  the  classroom 
training. 

In  the  Initial  In-Service  Training  Units,  new  workers  participate  in  a 
highly  structured,  four-month,  on-the-job  training  program.  New  workers 
are  given  gradually  increased  case-carrying  responsibilities,  carefully 
coordinated  with  an  exhaustive  teaching  of  the  policies  and  procedures 
needed  to  perform  each  of  their  tasks.  Tests  are  given  to  ensure  profi- 
ciency in  the  more  simple  policies  and  procedures  before  more  complex 
policies  and  procedures  are  introduced.  Trainees  who  cannot  master  the 
material  given  in  the  four-month  training  program  are  weeded  out, 
ensuring  that  no  one  is  assigned  to  a  local  office  who  is  not  proficient 
at  the  job.  Initially,  only  14  Training  Units  were  opened  in  FY80. 
However,  this  experiment  proved  so  successful  that  12  more  Training 
Units  were  added  in  FY81.  With  the  increased  capacity,  all  new  workers 
in  the  AFDC  program  received  training  in  the  Initial  In-Service  Training 
Units. 
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Evaluation  of  the  AFDC  units  which  have  been  operational  since  mid-FY80 
indicates  their  success.  By  replacing  traditional  classroom  training 
with  Che  highly  structured,  four-month  on-the-job  training  program,  the 
Department  was  able  to  reduce  the  error  rate  among  new  workers  to  below 
7.5%.  Moreover,  graduates  of  the  training  programs  come  to  their  per- 
manent assignment  fully  trained  and  need  not  depend  on  their  unit  super- 
visor for  instruction.  It  is  especially  important  to  have  supervisors 
freed  from  the  role  of  training  new  staff  as  they  are  now  responsible 
for  maintaining  the  Department's  standards  of  quality  and  productivity 
for  all  work  performed  within  their  units.  Monitoring  the  work  of  five 
eligibility  workers  to  ensure  that  productivity  quotas  are  met  and  that 
all  work  performed  is  free  of  error  is  a  full-time  responsibility.  In 
order  to  maintain  this  pivotal  point  of  accountability  and  ensure  that 
the  Department  meets  the  performance  goals  it  has  established,  super- 
visors cannot  afford  Co  spend  an  inordinate  amount  of  time  training  the 
new  workers    in  their  units. 

The  imminent  threat  of  federal  fiscal  sanctions  in  the  Food  Stamps  and 
Medicaid  programs  makes  it  clear  that  the  Training  Units  must  be  ex- 
tended to  cover  all  new  workers  in  these  two  programs  in  FY83.  No  addi- 
tional resources  are  required  to  fund  this,  however,  since  the  AFDC 
caseload  has  declined  as  a  result  of  state  and  federal  policy  changes. 
The  reduced  need  for  new  staff  in  AFDC  will  free  up  sufficient  training 
slots  to  allow  all  new  field  staff  for  Medicaid  and  Food  Stamps  to 
receive   this   type   of   training  as  well. 

Unfortunately,  the  benefits  of  initial  training,  however  sound,  can  be 
quickly  lost  if  not  supplemented  by  a  comprehensive  system  of  continuing 
education.  A  significant  amount  of  training  is  required  in  order  to 
clearly  explain  the  large  number  of  changes  that  are  routinely  made  in 
policy  and  procedure.  More  than  150  such  changes  are  made  each  year, 
many  resulting  from  state  and  federal  legislation  or  court  decrees.  A 
sizeable  number  of  these  changes  are  complicated  enough  to  require 
training  in  order  to  avoid  misinterpretation  and  resulting  increases  in 
error. 

Recognizing  the  fact  that  continuing  in-service  training  is  required  in 
order  to  communicate  change  effectively  to  a  field  staff  located 
throughout  the  state,  the  Department,  over  the  last  two  years,  has 
assembled  the  necessary  talent  in-house  to  develop  and  deliver  ongoing 
training  programs  to  current  staff.  A  cadre  of  fourteen  training  spe- 
cialists was  hired  to  assess  the  training  needs  of  current  staff  on  an 
ongoing  basis,  and  to  develop  and  implement  training  when  needed. 
Outside  contractors  are  used  on  occasion,  in  cases  where  their  services 
will  provide  what  is  needed  most  economically.  In-house  talent  will  be 
combined  with  contracted  resources  in  FY83  and  FY84  to  train  field  staff 
to  use  the  new  computer  systems  which  are  being  implemented  in  every 
program. 
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In  addition  to  this  type  of  continuing  training,  developed  in  response 
to  specific  policy  and  procedural  changes,  experienced  staff  also 
require  help  in  developing  particular  skills  required  for  effective  job 
performance.  Training  in  basic  clerical  skills  was  started  in  FY80  and 
continued  in  FY81  and  FY82,  providing  a  much  needed  improvement  in  this 
area.  More  than  500  clerical  workers  participated  in  this  training 
during  the  last  year.  In  FY83,  the  statewide  expansion  of  the  Monthly 
Income  Reporting  Project  will  necessitate  further  training  as  a  portion 
of  our  clerical  staff  will  need  to  be  trained  to  become  key  entry  opera- 
tors. 

Field  management  and  supervisory  training  was  provided  throughout  FY81 
and  FY82.  Local  office  managers  and  supervisors  are  the  linchpin  in  the 
Department's  efforts  to  improve  the  accuracy  of  work  performed  and 
therefore  need  training  in  order  to  improve  office  operations.  Through 
the  development  of  instructional  materials  geared  to  the  specific  needs 
of  each  level  of  supervision,  managers  and  supervisors  are  taught  to 
manage  the  office  workload  efficiently,  use  computerized  productivity 
reports,  enforce  productivity  standards,  and  implement  disciplinary  pro- 
cedures  when  employee   performance   is   not   up  to   par. 

Finally,  in  FY83  the  Department  is  expanding  its  program  of  continuing 
training  to  offer  specialized  training  tailored  to  needs  of  the  Child 
Support  Enforcement  Unit,  the  Work  Training  Program,  the  Medicaid  Long 
Term  Care  Eligibility  Units,  and  other  specific  program  areas  not 
addressed   in  the   past. 


FY84  Request 

In  FY84,  the  Department  will  continue  to  accommodate  new  workers  in  the 
Food  Stamps  and  Medicaid  programs,  as  well  as  new  workers  in  the  AFDC 
and  General  Relief  programs,  in  the  Initial  In-Service  Training  Units. 
In  addition  to  new  workers,  any  experienced  workers  changing  from  one 
program  category  to  another  will  be  accommodated  in  the  Initial 
In-Service  Training  Units.  No  new  positions  are  requested,  as  the 
Department  expects  that,  due  to  a  declining  caseload  in  the  AFDC 
program,  a  sufficient  number  of  training  slots  will  be  available  for 
Food  Stamps  and  Medicaid  workers,  and  for  workers  changing  program  due 
to   redeployment   or  promotion. 

The  Department  will  continue  to  operate  the  Continuing  In-Service 
Training  Units  in  FY84.  In  addition  to  training  on  new  policies  and 
procedures  and  specific  problem  areas,  the  Department  plans  to  signifi- 
cantly expand  its  training  capacity  in  the  areas  of  Child  Support  and 
Work  Training.  This  expansion  will  be  accomplished  by  hiring  one  addi- 
tional Training  Specialist  to  focus  on  these  two  program  areas.  A 
vigorous  training  program  will  be  implemented  to  provide  Child  Support 
workers    with   expertise    in   techniques    to    increase    collections,    and   with 
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the  skills  required  to  use  the  new  computerized  collection  and  manage- 
ment information  system,  Model  II.  A  training  program  will  also  be 
implemented  for  Work  Training  Program  staff,  to  develop  expertise  in 
employment  assessment  counseling  techniques,  and  to  enable  them  to 
become  more  effective  in  assisting  clients  to  take  the  steps  they  need 
to  enter  the  workforce  as  quickly  as  possible.  The  Department  is 
requesting  one  additional  state  position  to  coordinate  these  expanded 
training   activities    in  FY84. 

The  Department  also  plans  to  significantly  expand  its  capacity  to  pro- 
vide systems  training  in  FY84.  In  FY83,  the  Department  will  use  con- 
tracted resources  to  begin  development  of  a  systems  manual  for  central 
office  and  field  workers,  and  this  manual  will  be  used  as  a  basis  for 
continuing  systems  training  in  FY84.  The  Department  is  requesting 
$138,450  in  contract  funds  to  complete  the  systems  manual  and  to  hire 
two  systems  analysts  to  provide  the  technical  skills  which  will  be 
required  to  train  field  staff  on  successful  application  of  new  systems. 
Since  systems  is  an  expanding  focus  of  the  Department  in  general,  sys- 
tems training  is  an  integral  factor  in  maintaining  the  effective  manage- 
ment  and  operation  of    the  Department   as  a  whole. 

Overall,  the  Department  is  requesting  less  than  a  $62,000  increase  in 
the  Training  account  budget  between  FY83  and  FY84.  As  indicated  below, 
57%  of  the  funding  requested  in  this  account  goes  for  the  training  of 
new  and  redeployed  field  staff,  16%  goes  for  specialized  training  for 
clerical  and  managerial  staff,  as  well  as  staff  assigned  to  specialized 
areas  such  as  Child  Support  and  Work  Training  Program;  15%  goes  for 
systems    training;    and   12%  goes   for   continuing  in-service    training. 


FY84  Budget  Request 


Expenditure     Percent 


Training  for  New  and  Redeployed  Field  Staff 

Systems  Training 

Child  Support  and  Work  Training  Program  Staff 

Management  Training 

Clerical  and  Key  Punch  Operator  Training 

Continuing  In-Service  Training 

TOTAL   REQUEST  $   920,841  100% 


$  523,623 

57% 

38,450 

15 

68,927 

8 

37,000 

4 

38,000 

4 

114,841 

12 
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INTRODUCTION  TO  ASSISTANCE  PAYMENTS 


The  Department  of  Public  Welfare  has  five  major  Assistance  Payments 
(income  maintenance)  programs,  for  which  $666  million  is  requested  in 
FY84.  Of  these  five  programs  —  Aid  to  Families  with  Dependent  Children 
(AFDC),  General  Relief  (GR) ,  Food  Stamps,  Refugee  Assistance,  and 
Supplemental  Security  Income  (SSI)  —  only  SSI  is  not  administered  by 
the  Department.  The  Refugee  Assistance  account  is  paid  for  entirely 
with  federal  funds. 

The  following  section  describes  each  of  the  Assistance  Payments 
accounts.  In  addition  to  descriptions  of  the  five  income  maintenance 
programs,  this  section  includes  a  description  of  the  Work  and  Training 
Program  for  AFDC  recipients,  and  of  the  account  that  funds  the  costs  of 
collecting  child  support  payments  from  absent  parents  of  AFDC  families. 
Most  of  the  administrative  costs  of  the  Assistance  Payments  programs, 
including  the  salaries  of  the  field  workers  who  determine  eligibility 
and  review  payment  levels  for  the  AFDC  and  GR  programs,  are  funded 
through  the  Department's  General  Administration  account,  which  is 
discussed  in  the  Administration  section  of  this  narrative. 
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AID  TO  FAMILIES  WITH  DEPENDENT  CHILDREN  (4403-2000) 

FY81         FY82         FY83         FY84 

EXPENDITURES/ 

APPROPRIATION  510,270,848   476,571,542   452,300,000*  460,585,000** 

Caseload        122,693       109,553       95,150       95,798 
DESCRIPTION 


AFDC  provides  cash  assistance  to  needy  families  with  dependent  children. 
A  dependent  child  is  one  who  has  been  deprived  of  parental  support  by 
reason  of  the  death,  continued  absence  from  the  home,  or  physical  or 
mental  incapacity  of  either  parent.  Since  1961,  intact  families  can 
also  qualify  for  AFDC  under  the  Unemployed  Parent  (UP)  component  of  the 
program,  if  the  primary  wage  earner  has  been  unemployed  for  30  days,  is 
not  receiving  Unemployment  Compensation,  and  has  registered  for  work 
with  the  Division  of  Employment  Security. 

In  addition  to  being  deprived  of  support  in  one  of  the  ways  described 
above,  the  family  must  also  establish  a  financial  need.  Financial  need, 
for  purposes  of  AFDC  eligibility,  is  established  by  comparing  a  family's 
gross  monthly  income,  less  work-related  expenses,  to  the  monthly  AFDC 
assistance  standard  for  a  family  of  that  size.  For  instance,  in  August 
1982,  a  family  of  three  was  eligible  if  its  total  income  did  not  exceed 
$569  a  month,  $6,828  annually.  The  benefit  level  provided  to  a  family 
of  three  is  $379  a  month,  $4,550  annually.  In  addition  to  cash  assis- 
tance, all  AFDC  families  are  automatically  eligible  for  Medical  Assis- 
tance and  may  be  eligible  for  Food  Stamps  and  Emergency  Assistance. 

In  FY82,  the  AFDC  caseload  declined  from  120,764  cases  in  July  1981  to 
94,544  cases  in  August  1982.  This  22%  caseload  decline  is  largely  the 
result  of  state  and  federal  policy  changes  which  redefined  the  scope  of 
the  AFDC  program.  The  26,000  reduction  in  the  AFDC  caseload  is  the 
largest  annual  caseload  reduction  in  the  history  of  the  AFDC  program  in 
Massachusetts.  It  brings  the  caseload  down  to  a  level  that  has  not  been 
reached  since  1975,  and  it  brings  the  FY82  expenditures  to  a  lower  level 
than  those  in  FY80,  as  is  shown  in  the  chart  on  the  following  page. 


*  FY83  appropriation  is  shown;  expenditures  in  FY83  expected  to  total 
$440,055,505. 

**  Includes  $27.5  million  for  a  5%  cost-of-living  increase  in  FY84. 
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AFDC  CASELOAD  AND  EXPENDITURES 
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Although  the  caseload  has  declined  to  1975  levels,  AFDC  expenditures 
have  not  declined  as  much  because  the  average  grant  now  paid  to  cases 
is  higher  than  the  average  grant  paid  to  cases  before  the  federal  policy 
changes.  This  increase  in  the  average  monthly  grant  is  largely  due  to 
the  fact  that  the  state  and  federal  policy  changes  which  closed  26,000 
cases  were  focused  on  families  with  earned  income,  who  were  the  least 
dependent  on  AFDC  income  and  were  therefore  receiving  the  lowest  monthly 
grants.  Closing  such  a  large  number  of  cases  with  small  grants  raised 
the  monthly  grant  paid  to  the  average  AFDC  case  from  $339  in  July  1981 
to  $351  in  July  1982. 


CHARACTERISTICS  OF  THE  AFDC  POPULATION 

The  majority  of  AFDC  cases  (78%)  are  single  parent  families.  The  second 
largest  category  of  cases  (11%)  is  made  up  of  households  in  which  only 
the  children  are  receiving  assistance  because  the  care-taking  relative 
is  not  in  need.  3%  of  the  cases  are  pregnant  women  with  no  other  depen- 
dents, and  3%  are  intact  families  eligible  for  aid  because  of  the  disa- 
bility of  one  of  the  parents.  These  four  groups,  which  include  95%  of 
the  families  aided,  comprise  the  AFDC-Basic  portion  of  the  caseload. 
Another  5%  are  intact  families  that  are  eligible  because  of  the  unem- 
ployment of  one  of  the  parents;  these  cases  are  aided  under  the  AFDC-UP 
component  of  the  program. 

The  primary  reason  families  apply  for  AFDC  is  the  continued  absence  of  a 
parent  from  the  home.  91%  of  the  new  AFDC  cases  apply  for  this  reason. 
5%  apply  because  a  parent  loses  his  or  her  job;  3%  apply  when  a  parent 
becomes  incapacitated;  and  1%  apply  because  a  parent  dies. 

The  AFDC  program  is  designed  to  provide  temporary  aid  to  families  during 
these  periods  of  difficult  financial  adjustment.  It  is  not  designed  to 
be  a  permanent  program  of  dependence  for  families  who  at  one  point  are 
deprived  of  support.  The  average  length  of  time  that  a  case  continues 
to  receive  AFDC  benefits  provides  a  useful  indicator  of  the  success  of 
the  Department  in  reintegrating  recipients  as  self-sufficient  members  of 
society.  In  1981,  a  sample  of  the  AFDC  caseload  showed  that  33%  of  AFDC 
recipients  had  been  receiving  benefits  continuously  for  5  years  or  more, 
28%  had  been  receiving  benefits  for  2  to  5  years,  14%  had  been  receiving 
benefits  for  1  to  2  years,  and  24%  had  been  receiving  benefits  for  less 
than  one  year.  These  figures,  however,  may  significantly  distort  the 
average  length  of  time  that  a  case  receives  AFDC  benefits,  as  cases  that 
close  and  then  re-open  are  only  counted  as  being  aided  from  the  date  at 
which  the  case  reopened.  Moreover,  such  statistics  only  show  the  length 
of  time  on  welfare  to  date;  they  do  not  measure  the  length  of  stay  at 
the  point  of  termination.  The  cases  which  are  recorded  as  having 
received  benefits  for  less  than  a  year  may  ultimately  receive  several 
more  years  of  benefits  before  their  cases  terminate.  In  FY82,  while  the 
average  monthly  caseload  was  109,553,  the  AFDC  program  actually  provided 
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benefits  to  more  than  178,000  families  or  501,703  recipients  for  some 
portion  of  the  fiscal  year. 

In  FY82,  the  average  AFDC  case  included  approximately  2.82  individuals, 
a  slight  decrease  from  the  FY81  average  of  2.86  individuals  per  case. 
The  average  family  size  is  lowered  by  the  fact  that  11%  of  the  AFDC 
caseload  represent  cases  where  only  the  children  are  aided.  In  these 
cases,  the  children  are  living  with  remarried  mothers  or  other  relatives 
who  are  not  themselves  in  need  and  therefore  are  not  included  in  aid 
given  to  the  case.  When  the  children-only  cases  are  excluded,  the 
average  family  size  is  2.97  in  the  AFDC-Basic  program  and  4.51  in  the 
AFDC-UP  program.  This  compares  to  an  average  family  size  of  3.32  in 
Massachusetts,  according  to  the  1980  census.  Moreover,  very  few  AFDC 
cases  have  large  families:  less  than  10%  of  the  families  have  five 
children  or  more.  In  most  of  the  families  aided,  the  children  are  quite 
young.  In  32%  of  the  families  receiving  assistance,  there  is  at  least 
one  child  below  the  age  of  three,  and  in  60%  there  is  at  least  one  child 
below  the  age  of  seven. 

Despite  growing  concern  over  the  increased  incidence  of  pregnancy  among 
teenagers  in  the  population  as  a  whole,  there  is  no  evidence  that  more 
pregnant  teenagers  are  applying  for  AFDC.  The  average  AFDC  recipient  is 
just  over  31  years  old.  Moreover,  the  number  of  pregnant  women  with  no 
other  dependents  on  AFDC  has  decreased  from  2,500  cases  in  June,  1981  to 
2,300  cases  in  July  1982.  In  1982,  pregnant  women  with  no  other  depen- 
dents represented  8%  of  the  AFDC  applicants  approved.  Less  than  9%  of 
these  pregnant  women  are  under  the  age  of  18  and  46%  are  age  21  or 
older. 

The  regional  distribution  of  the  AFDC  caseload  has  remained  quite  stable 
over  the  past  several  years.  22%  of  AFDC  families  live  in  Boston  and 
another  11%  live  in  the  Greater  Boston  area.  19%  of  AFDC  families  live 
in  the  Lawrence  area;  19%  are  from  the  New  Bedford  region;  18%  are  from 
the  Springfield  region  and  11%  are  from  the  Worcester  region.  While  the 
number  of  AFDC  families  in  each  region  is  relatively  equal,  the  total 
number  of  families  in  each  region  is  not.  Therefore,  as  the  map  on  the 
next  page  shows,  the  percentage  of  families  participating  in  the  AFDC 
program  is  significantly  higher  in  Boston  than  in  any  other  region. 
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Statewide  the  majority  of  families  aided  are  white  (69%);  17%  are  black 
and  14%  are  Hispanic.  Only  in  Boston  are  the  majority  of  families  on 
AFDC  black  (50%);  31%  are  white  and  19%  are  Hispanic.  Finally,  most 
AFDC  families  are  long-time  residents  of  Massachusetts.  More  than  59% 
of  AFDC  adults  have  lived  in  Massachusetts  their  entire  lives.  Another 
23%  have  lived  in  the  state  for  over  ten  years,  and  only  2%  have  moved 
to  Massachusetts  with  the  past  year. 

For  the  majority  of  the  AFDC  caseload,  the  AFDC  grant  is  the  sole  source 
of  income.  In  July  1982,  more  than  86%  of  the  caseload  received  no  cash 
income  other  than  the  AFDC  grant.  10%  used  an  AFDC  grant  to  supplement 
earnings  and  4%  received  AFDC  in  addition  to  unearned  income  such  as 
Social  Security.  The  average  monthly  grant  received  by  working  cases  is 
$259.92,  compared  to  an  average  monthly  grant  of  $348.30  for  cases  with- 
out earnings.  In  addition  to  cash  assistance,  77%  of  the  AFDC  caseload 
receive  food  stamp  benefits  averaging  $117.25  monthly,  12%  receive  once- 
a-year  emergency  assistance  benefits  averaging  S3 17,  and  all  AFDC  cases 
are  eligible  for  Medicaid  which  in  FY82  provided  the  average  case  with 
$2,144  in  medical  benefits. 


FY82  AND  FY83  POLICY  CHANGES 

The  passage  during  FY82  of  the  federal  Omnibus  Budget  Reconciliation  Act 
of  1981  (OBRA)  resulted  in  substantial  changes  in  the  AFDC  program.  One 
quarter  of  the  total  caseload  was  closed  between  July  1981  and  August 
1982,  including  approximately  16,400  cases  with  earnings.  The  implemen- 
tation of  the  18  mandatory  OBRA  provisions  led  to  an  important  change  in 
the  focus  of  the  program.  OBRA  is  not  only  a  cost-saving  measure,  but 
an  attempt  to  bring  the  AFDC  program  into  line  with  a  changed  set  of 
expectations  about  work  and  aid.  As  the  number  of  single-parent  fami- 
lies has  increased,  the  attitude  that  those  who  can  work  should  work, 
and  that  those  who  work  should  not  be  aided,  has  been  extended  to  the 
single-parent  families  on  AFDC. 

OBRA's  primary  emphasis  is  on  reducing  aid  to  those  recipients  who  can 
or  do  work.  Specific  OBRA  provisions  and  their  effect  on  the  AFDC  case- 
load are  discussed  in  the  following  chapter. 


FY84  PROPOSED  FEDERAL  POLICY  CHANGES 

The  federal  proposals  for  federal  fiscal  year  1983  (FFY83),  which  begins 
October  1,  1982,  are  much  more  limited  in  scope  than  those  passed  in 
August,  1981  for  FFY82.  Unlike  the  FFY82  proposals,  which  made  broad 
changes  in  the  scope  of  the  AFDC  program  and  which  were  designed  to  pro- 
duce more  than  $1.2  billion  in  federal  and  state  savings,  the  FFY83  pro- 
posals are  only  anticipated  to  produce  $700  million  in  savings.  The 
FFY83  proposals  which  affect  the  Massachusetts  AFDC  program  include  four 
policy  changes  which  are  mandatory  and  one  which  is  optional. 
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The  proposal  which  is  expected  to  produce  the  most  federal  savings  would 
reduce  the  error  rate  targets  that  states  have  to  meet  to  4%  in  FFY83 
and  3%  for  FFY84  and  FFY85.  For  each  percentage  point  of  error  above 
this  target  the  state  would  lose  one  percent  in  federal  reimbursement 
for  the  program.  Using  FY83  expected  expenditures  in  AFDC,  Massachu- 
setts stands  to  lose  $2.3  million  for  every  percentage  point  of  error 
above  the  target.  The  actual  sanctions  imposed  on  states,  however,  are 
left  to  the  discretion  of  the  Secretary  of  Health  and  Human  Services. 

The  second  FFY83  proposal  requires  states  to  round  both  their  need  stan- 
dard and  actual  monthly  benefit  amounts  to  the  lower  whole  dollar. 
Rounding  the  Massachusetts  need  and  payment  standards  to  the  lower  whole 
dollar  will  save  $269,000  in  FY83,  and  will  reduce  the  grant  of  the 
average  case  by  $3.64  a  year. 

The  third  FFY83  policy  change  states  that  the  absence  of  one  parent  from 
the  home  solely  because  of  military  duty  will  no  longer  be  sufficient  to 
establish  eligibility  for  AFDC.  This  provision  is  not  expected  to 
result  in  significant  savings  in  Massachusetts.  The  fourth  mandatory 
change  requires  states  to  prorate  the  first  month  of  AFDC  benefits  based 
on  the  date  of  application.  Thus,  the  case  that  applies  for  benefits  in 
the  last  week  of  a  month  would  only  receive  one  week's  worth  of  benefits 
rather  than  a  grant  for  the  entire  month.  Since  Massachusetts  already 
aids  cases  only  from  the  date  of  application,  no  additional  savings  are 
expected  from  this  proposal. 

In  addition  to  these  four  required  changes,  states  will  be  given  the 
option  of  adjusting  the  AFDC  benefit  when  an  AFDC  family  shares  a  house- 
hold with  other  individuals.  This  optional  policy  change  is  based  on 
the  rationale  that  a  family  which  is  sharing  a  living  arrangement  with 
another  household  requires  only  part  of  the  shelter  and  utilities  grant 
that  is  included  in  the  need  standard.  No  savings  are  included  in  this 
budget  for  implementation  of  this  optional  policy.  The  Department  is 
presently  analyzing  the  potential  savings  of  this  proposal  as  measured 
against  the  costs  of  a  greater  likelihood  of  error  in  determining  the 
grant  of  a  case.  A  final  decision  will  be  made  in  time  for  the  Gover- 
nor's budget  recommendation. 


FY82  AND  FY83  MANAGEMENT  INITIATIVES  —  IMPROVING  PROGRAM  DELIVERY 

Two  factors  are  usually  used  to  determine  the  Department's  effectiveness 
in  delivering  benefits  to  AFDC  recipients:  the  amount  of  time  it  takes 
the  Department  to  determine  the  initial  eligibility  of  a  recipient,  and 
the  percentage  of  payments  that  are  made  in  error.  In  FY82,  despite  the 
implementation  of  many  major  policy  changes,  both  of  these  measures 
recorded  improvements  in  the  delivery  of  AFDC  benefits. 

Although  federal  standards  on  the  timely  delivery  of  benefits  require 
that  the  first  check  be  issued  within  45  days  of  application,  state  law 
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on  the  timely  delivery  of  benefits  is  more  stringent.  The  state  law 
allows  only  30  days  after  the  inital  contact  with  the  welfare  office  for 
the  determination  of  eligibility  and  delivery  of  the  first  check.  In 
June,  1982,  95.8%  of  applications  were  processed  within  the  state  time 
limits.  Similarly  during  FY82,  the  error  rate,  which  measures  the 
accuracy  of  eligibility  determinations  and  grant  amounts,  continued  to 
show  a  declining  percentage  of  underpayments,  overpayments,  and  payments 
to  ineligible  recipients. 


THE  AFDC  ERROR  RATE 

Every  six  months  the  Department's  Quality  Control  (QC)  Unit  conducts  an 
in-depth  review  of  a  random  sample  of  1,200  AFDC  cases  to  determine  the 
number  and  causes  of  erroneous  payments.  Federal  auditors  then  review 
the  Department's  QC  results.  The  results  of  the  federal  review  are  used 
to  establish  fiscal  sanctions  if  the  state's  error  rate  is  above  the 
target  error  rate  set  by  Congress.  In  FFY83,  the  federal  target  rate 
for  Massachusetts  is  4%.  In  FFY84  and  FFY85,  the  federal  target  rate 
will  be  reduced  to  3%. 

The  error  rate  can  be  measured  as  a  percentage  of  total  cases  in  error 
(case  error)  or  a  percentage  of  total  expenditures  in  error  (payment 
error).  The  payment  error  has  the  advantage  of  giving  greater  weight  to 
cases  with  errors  that  cost  more.  However,  even  the  payment  error  rate 
is  not  a  direct  indication  of  the  dollars  misspent.  Many  types  of 
errors  are  known  as  "paper  errors,"  so  called  because  when  corrected 
they  do  not  necessarily  change  AFDC  expenditures.  For  example,  federal 
policy  requires  that  each  AFDC  recipient  over  the  age  of  three  months 
have  a  Social  Security  number.  The  lack  of  a  number  is  an  error,  and 
the  total  amount  of  aid  paid  to  the  recipient  in  that  month  is  counted 
as  a  payment  error.  But,  since  the  error  will  be  corrected  when  the 
recipient  gets  a  Social  Security  number,  elimination  of  the  error  does 
not  result  in  savings.  Similarly,  all  payments  to  a  recipient  with 
assets  marginally  above  the  asset  limit  are  counted  as  a  payment  error. 
However,  in  order  to  correct  this  error  the  recipient  could  easily  spend 
the  excess  and  no  change  in  AFDC  payments  would  result. 

Moreover,  the  payment  error  rate  reflects  the  amount  of  information  that 
the  Department  and  federal  auditors  have  available  to  check  the  accuracy 
of  client  reported  information.  As  the  Department  develops  more  sophis- 
ticated data  sources,  such  as  computerized  wage  or  bank  matches,  there 
is  the  potential  for  the  error  rate  to  increase.  Federal  auditors  using 
the  reports  from  bank  matches  may  more  easily  find  errors  than  when  they 
had  to  rely  on  their  own  investigations. 

Although  the  payment  error  rate  overstates  the  amount  that  could  be 
saved  by  reducing  error  and  may  penalize  states  that  have  a  more 
sophisticated  data  collections  system,  it  nonetheless  remains  the  pri- 
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mary  measure  of  the  Department's  ability  to  deliver  accurate  benefit 
levels  to  eligible  residents  in  the  Commonwealth. 

Payment  error  is  composed  of  three  elements:  payments  to  ineligibles, 
overpayments  to  eligibles,  and  underpayments  to  eligibles.  Of  the  7.0% 
error  rate  in  the  April  1981  to  September  1981  review  period,  58%  of  the 
erroneous  expenditures  resulted  from  payments  to  ineligible  cases,  38% 
were  overpayments  to  eligible  cases,  and  4%  were  underpayments  to  eli- 
gible cases.  Underpayments  are  not  counted  in  determining  federal  sanc- 
tions . 


The  federal  government  uses  the  combined  overpayment  error  rate  —  pay- 
ment to  ineligible  cases  and  overpayments  to  eligible  cases  —  to  mea- 
sure a  state's  performance  in  admins tering  the  AFDC  program.  States 
that  do  not  meet  specified  AFDC  error  reduction  targets  are  sanctioned 
by  the  U.S.  Department  of  Health  and  Human  Services.  The  sanction  for 
not  meeting  the  target  is  the  loss  of  federal  reimbursement.  In  FY83, 
the  Commonwealth  will  stand  to  lose  $2.3  million  each  year  in  federal 
reimbursement  for  every  percentage  point  of  error  above  the 
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Error  Rate  Reduction  History 

The  substantial  progress  that  the  Department  has  made  in  reducing  the 
payment  error  rate  can  be  seen  in  the  chart  above.  A  number  of  error- 
reduction  efforts  initiated  between  1979  and  1982  are  responsible  for 
the  precipitous  decline  in  the  error  rate  in  this  period.  First,  a  spe- 
cial project  begun  in  January  1980  used  the  computer  to  identify  recip- 
ients without  a  Social  Security  number  so  that  they  could  be  required  to 
apply  for  one.  New  procedures  were  instituted  which  ensured  that  Social 
Security  numbers  would  be  included  in  the  case  record  for  all  family 
members.  Historically,  missing  Social  Security  numbers  had  been  the 
biggest  single  category  of  error. 

Second,  the  Department  began  matching  its  computer  files  with  files  of 
other  departments,  such  as  the  Division  of  Employment  Security  and  the 
Department  of  Revenue,  to  check  for  discrepancies  between  the  records  of 
those  agencies  and  income  data  reported  by  people  receiving  welfare 
payments.  By  law,  every  employer  in  the  Commonwealth  must  file  wage 
reports  with  the  Department  of  Revenue  on  a  quarterly  basis.  In  1979 
the  Department  began  to  match  recipient  data  with  the  state  Department 
of  Revenue  wage  reports.  These  matches  have  now  been  incorporated  into 
the  eligibility  determination  at  the  point  that  an  applicant  applies  for 
aid.  In  June  1981,  the  Department  added  a  match  with  the  Division  of 
Employment  Security  to  ensure  that  all  AFDC  recipients  required  to  par- 
ticipate in  the  Work  Incentive  Program  were  currently  registered  for 
WIN. 

Third,  the  Department  attempted  to  reduce  error  by  developing  a  Super- 
visory Review  Instrument  and  a  Quality  Assurance  system  in  1981.  The 
Supervisory  Review  Instrument  provides  a  structured  system  for  super- 
visors to  review  the  accuracy  of  each  eligibility  redetermination  com- 
pleted by  the  worker.  Quality  Assurance  reviews,  conducted  by  a  central 
team  every  six  months,  measure  the  error  rate  of  each  supervisory  unit. 
The  Quality  Assurance  Review  is  used  to  detect  which  types  of  errors  a 
particular  office  is  making.  The  office  can  then  develop  a  plan  to 
correct  the  problems  that  are  causing  these  errors.  Subsequent  Quality 
Assurance  reviews  can  determine  whether  the  accuracy  is  improving  and 
performance  is  meeting  Department  standards. 

Examination  of  the  components  of  error  between  the  initial  October  1978 
period  and  the  recent  September  1981  period  show  the  areas  in  which 
management  improvements  designed  to  reduce  the  error  rate  have  paid  off. 
As  one  would  expect,  the  Department's  recent  efforts  have  been  most 
effective  in  reducing  errors  made  by  the  Department  rather  than  errors 
caused  by  clients  reporting  information  inaccurately.  In  the  October 
1978  to  March  1979  review  period,  approximately  60%  of  the  error  was 
agency  caused.   But  in  the  recent  October  1981  to  March  1982  period, 

agency-caused  error  had  declined  to  39%  of  the  total  error  rate. 
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Components  of  the  Error  Rate 
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Error  Reduction  Efforts  in  FY83  and  FY84 

For  the  Department  to  reach  the  federal  error-rate  target  of  4%  for  the 
period  starting  October  1982,  the  Department's  efforts  have  to  be 
directed  towards  the  client-caused  portion  of  the  error  rate.  The  two 
largest  remaining  components  of  the  error  rate  are  inaccurate  reporting 
of  bank  deposits,  which  accounts  for  2.3  percentage  points  of  the  error 
rate,  and  inaccurate  reporting  of  earned  income,  which  accounts  for  1.9 
percentage  points  of  the  error  rate.  In  FY83,  the  Department  will 
expand  its  file  matches  to  include  a  central  matching  of  recipient 
records  against  the  records  of  the  1,013  banks  in  the  Commonwealth.  If 
file  matching  were  not  available  recipient  reports  of  assets  could  only 
be  verified  by  filling  out  inquiry  slips  for  all  the  banks  in  the  recip- 
ient's immediate  vicinity.  This  laborious  approach  would  have  left  the 
Department  unable  to  systematically  verify  the  accuracy  of  recipient 
reports  on  a  statewide  basis. 

Errors  associated  with  inaccurate  reporting  of  earned  income  should  be 
reduced  by  statewide  implementation  of  the  Monthly  Reporting  Project. 
The  Monthly  Reporting  Project,  which  has  been  piloted  in  three  offices 
in  the  Boston  region  in  FY82,  will  be  expanded  to  all  cases  with  any 
type  of  income  by  October  1982,  and  will  be  introduced  on  a  quarterly 
basis  for  all  remaining  cases  by  January  1983.  By  requiring  recipients 
to  submit  monthly  reports  on  the  status  and  amount  of  their  income,  with 
the  actual  wage  stubs  attached,  the  Department  expects  to  reduce  the 
errors  which  resulted  when  recipients  were  only  required  to  submit  wage 
verifications  twice  a  year. 


FY83  AND  FY84  FORECAST 

In  the  next  two  years,  the  AFDC  caseload  is  projected  to  decrease  from 
an  FY82  average  of  109,553  to  an  FY83  average  of  95,150  and  finally  to 
settle  at  an  FY84  average  of  95,798.  The  FY83  and  FY84  forecasts  both 
represent  a  slight  increase  over  the  August  1982  caseload  of  94,544. 
Five  factors  are  expected  to  cause  the  caseload  to  increase  in  FY83  and 
FY84  from  the  August  1982  level:  an  increase  in  the  number  of  single 
parent  families  with  children,  a  continuation  of  the  high  unemployment 
rate,  the  5%  increase  in  the  standard  of  need  granted  in  FY83,  the  $75 
winter  clothing  allowance  per  dependent  to  be  granted  in  September  1982, 
and  the  5%  cost  of  living  increase  requested  for  FY84. 


CASELOAD  DYNAMICS 

Growth  in  the  Number  of  Single  Parent  Families 

Since  the  1950' s  the  main  factor  driving  the  AFDC  caseload  has  been  the 
growth  in  the  number  of  female-headed  single-parent  families.   The  num- 
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ber  of  female-headed  single-parent  families  with  children  in  Massachu- 
setts has  increased  from  76,964  in  1970  to  124,021  in  1980. 

Traditionally,  single  parents  with  young  children  were  not  expected  to 
support  themselves  through  work,  as  they  were  needed  at  home  to  care  for 
their  children.  Parents  who  preferred  to  work  found  it  difficult  to 
obtain  adequate  and  affordable  child  care.  Child  support  payments  from 
the  absent  parent  were  rarely  large  or  reliable  enough  to  provide  full 
support  for  the  family.  As  a  result,  female-headed  single-parent  fami- 
lies became  one  of  the  largest  sections  of  society  turning  to  the  wel- 
fare system  for  support. 

Recent  evidence  indicates  that  the  participation  rate  among  single- 
parent,  female-headed  households  with  children  is  extraordinarily  high. 
1980  Census  data  show  that  there  are  124,000  single-parent,  female- 
headed  households  with  children  under  eighteen  years  of  age  in  Massachu- 
setts. Yet  we  know  that  in  1980  on  average  there  were  94,764  female- 
headed  households  with  children  under  the  age  of  eighteen  receiving 
benefits  from  the  AFDC  program.  While  this  would  indicate  that  76.4%  of 
all  single-parent  households  were  on  welfare,  the  actual  participation 
rate  is  probably  somewhat  lower.  The  Census  only  counts  one  living 
arrangement  for  each  household.  So,  for  example,  a  woman  receiving  AFDC 
who  was  living  with  her  parents  would  be  counted  as  a  single-parent 
family  on  AFDC,  but  would  not  be  counted  by  the  Census  Bureau  as  a 
female-headed  single-parent  family.  Similarly,  two  single-parent  fami- 
lies sharing  an  apartment  would  be  counted  as  one  household  by  the 
Census  Bureau,  but  as  two  single-parent  families  according  to  AFDC  sta- 
tistics. The  number  of  single-parent  female-headed  families,  however, 
has  been  growing  steadily,  and  increases  in  divorce  and  illegitimacy 
rates  suggest  that  this  growth  will  continue  through  the  1980' s.  The 
number  of  single-parent  female-headed  families  with  children  in  Massa- 
chusetts is  expected  to  increase  to  133,000  in  FY83  and  138,250  in  FY84, 
resulting  in  an  800  caseload  increase  in  FY83  and  a  2,952  casel.oad 
increase  in  FY84.  The  graph  below  charts  the  increase  in  the  AFDC-basic 
caseload  against  the  increase  in  the  number  of  single-parent  families 
during  the  years  between  1970  and  1980. 
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SINGLE  PARENT  FAMILIES  AND  AFDC  BASIC  CASELOAD  BY  STATE  FISCAL  YEAR 

(IN    THOUSANDS) 
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The  knowledge  that  such  a  large  percentage  of  single-parent  female- 
headed  households  with  children  turn  to  the  welfare  system  for  support 
has  important  implications  for  structuring  the  AFDC  program.  In  FY82, 
two  initiatives  were  expanded  in  an  effort  to  give  the  AFDC  population 
the  job  skills  that  are  necessary  for  obtaining  employment  and  to  ensure 
that  day  care  is  available  for  families  that  need  it  in  order  to  be  able 
to  work.  In  FY82  the  Work  and  Training  Program  (WTP)  was  made  a  man- 
datory requirement  of  the  AFDC  program  for  33%  of  the  AFDC  caseload. 
(See  the  Work  and  Training  Program  narrative  for  a  description  of  this 
program.)  In  addition,  the  Welfare  Department  has  been  working  closely 
with  the  Department  of  Social  Services  (DSS)  to  make  child  care  avail- 
able to  all  AFDC  recipients  who  need  child  care  in  order  to  work.  A 
more  flexible  voucher  day  care  program  was  developed  by  DSS  in  FY82  and 
will  be  expanded  in  FY83.   The  voucher  day  care  program,  which  is  funded 
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by  the  Department  of  Social  Services,  enables  AFDC  recipients  to  choose 
any  licensed  day  care  center  or  registered  family  day  care  home  in  their 
neighborhood.  Before  the  development  of  a  flexible  voucher  day  care 
system  in  FY82,  AFDC  families  often  were  prevented  from  going  to  work 
because  state-contracted  day  care  was  not  available.  Though  vacant 
slots  did  exist  they  often  were  not  in  the  right  neighborhood,  or  for  a 
child  of  the  right  age,  and  they  frequently  were  not  available  at  the 
point  that  the  job  was  offered.  Since  78%  of  the  AFDC  caseload  is  made 
up  of  single  parent  families  with  children,  increasing  the  accessibility 
of  day  care  services  and  providing  recipients  with  the  assistance  they 
need  to  find  a  job  will  ultimately  serve  to  reduce  the  AFDC  caseload. 
Each  year  approximately  7,500  cases  close  when  they  find  employment  that 
provides  them  with  more  income  than  the  AFDC  grant.  The  Work  and 
Training  effort  is  expected  to  increase  these  employment-related  case 
closings  by  1,028  closings  in  FY83  and  by  2,911  additional  closings  in 
FY84. 


Increase  in  the  Unemployment  Rate 

While  the  number  of  single-parent  families  is  the  main  determinant  of 
the  AFDC-Basic  caseload,  the  unemployment  rate  is  the  key  variable  in 
projecting  the  AFDC-UP  caseload.  The  relationship  between  the  AFDC-UP 
caseload  and  changes  in  economic  conditions,  however,  is  not  as  direct 
as  the  relationship  between  the  AFDC-Basic  caseload  and  the  number  of 
single-parent  female-headed  households.  When  unemployment  increases, 
most  of  those  who  become  unemployed  are  eligible  for  up  to  nine  months 
of  unemployment  compensation.  Although  families  are  not  eligible  for 
AFDC  benefits  until  their  unemployment  benefits  have  expired,  recent 
changes  in  the  Unemployment  Compensation  law  have  made  it  more  difficult 
for  states  to  qualify  for  the  federal  extension  of  unemployment  benefits 
from  26  to  39  weeks.  Without  this  extension,  individuals  will  exhaust 
their  benefits  in  six  months.  The  chart  below  shows  changes  in  the 
Massachusetts  unemployment  rate  and  the  corresponding  changes  in  the 
AFDC-UP  caseload. 
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UP  CASELOAD  VS,  MASSACHUSETTS  UNEMPLOYMENT  RATE 
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The  unemployment  rate  in  Massachusetts  is  projected  to  increase  from  its 
FY82  average  of  7.5%  to  9.6%  in  FY83,  leveling  off  to  9.5%  in  FY84. 
These  changes  in  the  unemployment  rate  are  expected  to  cause  a  caseload 
increase  of  73  cases  in  FY83  and  a  small  caseload  decrease  of  39  cases 
in  FY84. 
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Caseload  Increases/Decreases  Due  to  Policy  Changes 

In  addition  to  reflecting  demographic  and  economic  changes,  the  size  of 
the  AFDC  caseload  is  largely  determined  by  changes  in  eligibility 
policy.  In  FY83,  the  implementation  of  four  policies  is  expected  to 
affect  the  AFDC  caseload:  the  establishment  of  a  new  standard  of  need 
5%  higher  than  the  current  payment  maximums;  the  payment  of  a  one-time 
winter  clothing  allowance  of  $75  per  dependent  child  in  September  1982; 
the  limitation  of  eligibility  for  pregnant  women  with  no  other  depen- 
dents to  the  third  trimester  of  the  pregnancy;  and  the  shift  of  depen- 
dents between  the  ages  of  eighteen  and  twenty-one  from  AFDC  grants  to 
state-funded  educational  grants. 


5%  Increase  in  the  Standard  of  Need 

States  are  required  to  establish  a  need  standard  which  is  the  minimum 
amount  needed  to  adequately  feed,  clothe,  and  shelter  a  family  in  that 
state.  The  payment  standard  then  becomes  the  percentage  of  the  need 
standard  which  the  state  can  afford  to  pay  to  eligible  recipients.  In 
Massachusetts  the  need  standards  and  the  payment  standards  have  histori- 
cally been  the  same,  with  the  payment  levels  being  established  at  100% 
of  the  need  standards.  Thus  when  a  6%  cost  of  living  increase  was  given 
in  FY81,  both  the  need  and  payment  levels  increased  by  6%.  In  FY83,  the 
Legislature  required  the  creation  of  a  need  standard  that  is  5%  higher 
than  the  payment  standard. 

The  primary  effect  of  creating  a  need  standard  that  is  5%  higher  than 
the  payment  level  is  to  raise  the  gross-income  eligibility  ceiling, 
which  equals  150%  of  the  need  standard.  This  will  increase  the  caseload 
by  an  average  of  685  cases  in  FY83.  Recipients  who  go  to  work  will  be 
able  to  stay  on  welfare  with  somewhat  higher  earnings.  Recipients  who 
are  below  the  higher  eligibility  cap  will  be  able  to  subsidize  their 
child  care  through  AFDC  and  receive  continued  Medicaid  coverage  for 
their  family.  Another  effect  of  creating  a  new  need  standard  that  is  5% 
higher  than  the  current  payment  levels  is  to  provide  a  grant  increase 
averaging  $18.31  a  month  for  all  cases  with  income.  This  grant  increase 
for  AFDC  recipients  with  income  provides  a  continuing  work  incentive. 
Without  the  5%  increase,  the  grant  for  working  cases  is  reduced  by  one 
dollar  for  each  dollar  of  income  at  the  end  of  the  first  four  months  of 
employment.  The  annualized  cost  of  increasing  the  standard  of  need  by 
5%  is  $7  million:   $5  million  in  AFDC,  and  $2  million  in  Medicaid. 
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Winter  Clothing  Allowance  (FY83) 

The  Legislature  further  decided  in  FY83  to  increase  the  benefits  to  all 
of  the  94,544  cases  on  AFDC  by  giving  a  one-time  winter  clothing  allow- 
ance of  $75  per  dependent  child  rather  than  provide  a  cost  of  living 
increase.  A  $75  winter  clothing  allowance  will  provide  the  average  case 
that  is  eligible  during  the  month  of  September  with  $142.50  in  extra 
benefits.  This  is  equivalent  to  the  increase  that  a  family  would  get 
from  a  3%  cost-of-living  increase.  Because  supplemental  benefits 
received  through  a  winter  clothing  allowance  are  part  of  a  one-time  spe- 
cial payment  they  are  not  counted  as  extra  income  to  the  recipient  and 
thus  do  not  reduce  the  recipients'  food  stamp  or  public  housing  bene- 
fits. However,  families  applying  for  assistance  after  September  will 
receive  no  increase  in  benefits  at  all.  A  cost-of-living  increase,  on 
the  other  hand,  represents  a  permanent  increase  in  the  payment  stan- 
dards, and  families  applying  for  assistance  at  any  point  in  the  year 
would  benefit  from  this  increase.  A  five  percent  cost-of-living  in- 
crease, such  as  the  one  proposed  in  FY84,  would  provide  all  cases  with 
an  average  increase  of  $220.80  per  year.  While  this  increase  would  be 
counted  as  income  and  would  reduce  a  recipient's  food  stamp  allotment, 
the  net  increase  for  the  average  case  would  be  $160.80,  12%  more  than 
the  average  increase  provided  by  a  one-time  special  payment  of  $75  per 
dependent  child. 

Because  the  winter  clothing  allowance  is  only  offered  to  recipients  eli- 
gible for  benefits  in  the  month  that  the  special  payment  is  given,  the 
total  cost  of  a  winter  clothing  allowance  is  much  lower  than  the  total 
cost  of  a  comparable  cost-of-living  increase.  Providing  a  $75  winter 
clothing  allowance  in  FY83  will  cost  $14  million  and  will  increase  the 
average  caseload  by  169  cases,  whereas  a  five  percent  cost-of-living 
increase  would  cost  $27.4  million,  and  would  increase  the  average  case- 
load by  1200  cases.  Both  a  one-time  special  payment  and  a  cost-of- 
living  increase  result  in  a  caseload  increase  because  the  eligibility 
standards  have  to  be  raised  to  reflect  the  increase  in  the  payment 
levels.  An  increase  in  the  need  standards  causes  the  150%  cap  to  in- 
crease. This  reduces  the  number  of  cases  that  close  off  AFDC  as  their 
income  increases,  and  increases  the  percentage  of  applications  that  are 
approved. 

In  FY84  the  Department  is  requesting  that  AFDC  recipients  be  given  a  5% 
cost-of-living  increase,  at  a  cost  of  $27.5  million.  A  cost-of-living 
increase  permanently  increases  the  AFDC  payment  levels  and  represents  a 
commitment  on  the  part  of  the  Administration  to  increase  payments  to 
all  recipients  in  times  of  high  inflation.  The  chart  below  shows  cost 
of  living  increases  in  the  AFDC  standards  from  FY70  to  the  present. 
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COST  OF  LIVING  INCREASES 


FY70 

3.4 

FY71 

14.0* 

FY72 

0.0 

FY73 

3.8 

FY74 

0.0 

FY75 

4.0 

FY76 

0.0** 

FY77 

5.0 

FY78 

3.0 

FY79 

0.0 

FY80 

6.0 

FY81 

6.0 

FY82 

0.0*** 

*   AFDC  Consolidation  of  Special  Needs 

**  AFDC  Grant  Consolidated 

***  $50  winter  clothing  allowance  per  dependent  given  in  September  1981 


A  5%  cost  of  living  increase  in  FY84  will  increase  the  caseload  by  an 
average  of  1200  cases  and  will  provide  the  average  case  with  a  $19 
monthly  grant  increase.  Providing  a  winter  clothing  allowance  in  FY83, 
creating  a  separate  standard  of  need,  and  providing  a  5%  cost  of  living 
increase  in  FY84  will  expand  the  caseload  in  FY83  by  1,454  cases  and  in 
FY84  by  1,200  cases. 


Limiting  Aid  to  Pregnant  Women  to  the  Third  Trimester 

The  1981  Omnibus  Budget  Reconciliation  Act  mandated  that  aid  provided  to 
pregnant  women  with  no  other  dependents  be  limited  to  the  third  trimes- 
ter of  pregnancy.  The  Department  was  not  able  to  implement  this  change 
in  FY82  because  of  a  conflicting  state  law,  and  since  February  1,  1982, 
the  Department  has  been  providing  aid  to  this  group  at  full  state  cost. 
In  August  1982,  the  conflicting  state  law  expired  and  the  federal  policy 
restricting  aid  to  pregnant  women  with  no  other  dependents  to  the  last 
three  months  of  the  pregnancy  was  implemented.  Although  this  change 
will  not  effect  pregnant  women  who  were  already  receiving  aid  before 
August  1,  it  is  expected  to  result  in  an  average  caseload  reduction  of 
302  cases  in  FY83.  Massachusetts  has  elected,  at  state  option,  to  con- 
tinue to  provide  Medicaid  benefits  for  the  entire  duration  of  the  preg- 
nancy • 
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Federal  Change  in  the  Policy  on  Dependents 

The  1981  Federal  Budget  Act  also  eliminated  assistance  to  all  dependents 
between  the  ages  of  eighteen  and  twenty-one,  with  the  exception  of 
eighteen  year  olds  who  are  expected  to  graduate  from  high  school  by 
their  nineteenth  birthday.  Massachusetts  law,  on  the  other  hand,  man- 
dates that  all  eighteen  to  twenty-one  year  olds  who  are  in  high  school 
or  technical  school  are  eligible  for  AFDC  benefits.  Because  of  the 
conflict  between  federal  and  state  law,  the  federal  change  has  not  been 
implemented,  and  all  dependents  between  the  ages  of  eighteen  and  twenty- 
one  are  being  aided  at  full  state  cost.  The  state  cost  of  this  proposal 
was  $1.3  million  in  FY82  and  would  exceed  $3  million  in  FY83.  In 
January,  1983,  the  Department  expects  to  be  able  to  implement  a  compro- 
mise proposal:  all  eighteen  to  twenty-one  year  old  students  who  are  now 
receiving  AFDC  but  are  not  eligible  for  benefits  under  the  federal  de- 
finition will  be  given  educational  grants  of  $65.50  a  month  at  full 
state  cost.  While  the  educational  grants  will  continue  to  be  paid  out 
of  the  AFDC  account,  this  proposal  will  greatly  simplify  the  process  of 
tracking  these  dependents,  to  ensure  that  claims  for  federal  reimburse- 
ment will  not  include  these  cases. 

This  compromise  proposal  is  expected  to  "close"  596  cases  where  the 
youngest  dependent  in  the  family  is  between  the  ages  of  eighteen  and 
twenty-one.  The  dependents  will  continue  to  receive  monthly  educational 
grants  but  will  no  longer  be  considered  as  AFDC-eligible  individuals. 
The  closing  of  596  cases  in  January  will  result  in  an  average  annual 
caseload  reduction  in  FY83  of  298  cases. 


FY83  AND  FY84  CASELOAD  FORECASTS 

The  FY83  and  FY84  caseload  forecasts  are  built  on  the  increases  and 
decreases  expected  from  economic  and  demographic  shifts  in  Massachusetts 
and  from  policy  and  management  changes  implemented  within  the  AFDC 
program.  The  AFDC  caseload  is  projected  to  decrease  from  the  June  1982 
level  of  96,697  to  an  average  FY83  caseload  of  95,150.  In  FY84  the 
caseload  is  expected  to  average  95,578,  an  increase  of  only  428  cases, 
or  0.4%,  over  the  FY83  average.  The  components  of  the  caseload  forecast 
are  summarized  below. 
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CASELOAD  FORECAST 
FY83-FY84 


FY83 


July  1982  Caseload  95,051 

Increase  in  Single  Parent  Family  Population                               800 

Increase  in  Unemployment  Rate  73 

5%  Increase  in  Standard  of  Need  685 

One-time  Winter  Clothing  Allowance  169 
Policy  Savings- 

Pregnant  Women  (302) 

18-21  Dependents  (298) 

Cases  going  to  work  through  WTP  (1,028) 

TOTAL:     FY83  CASELOAD  95,150 


FY  84 


FY83  Caseload  95,150 

Increase  in  Single  Parent  Family  Population  2,952 

5%  Cost  of  Living  1,200 

Decrease  in  Unemployment  Rate  (39) 

Management  Savings        -  (554) 

Cases  going  to  work  through  WTP  (2,911) 

TOTAL:   FY84  CASELOAD  95,798 


AVERAGE  GRANT  DYNAMICS 

Though  the  size  of  the  AFDC  budget  is  largely  determined  by  the  number 
of  families  the  Department  expects  to  be  eligible  for  benefits  each 
year,  costs  are  not  driven  by  caseload  alone.  The  size  of  the  grant 
given  to  each  family  is  another  major  factor  in  determining  expen- 
ditures. The  average  grant  is  a  function  of  three  factors:  (1)  The 
average  family  size  —  grants  increase  according  to  the  number  of  family 
members;  (2)  the  percentage  of  cases  working  and  the  amount  of  their 
earnings  —  earnings  reduce  the  size  of  the  grant;  and  (3)  Department 
initiatives  to  minimize  payments  made  in  error. 

During  FY82,  the  monthly  average  grant  increased  from  $339  in  July  1981 
to  $349  in  June  1982.  The  number  of  working  cases  during  this  period 
declined  from  24,106  to  10,339.  These  changes  in  the  working  AFDC  popu- 
lation are  the  result  of  federal  policies  implemented  during  FY82  which 
closed" the  cases  working  full  time  and  receiving  the  lowest  AFDC  grants. 

A  federal  change  implemented  during  FY82  which  required  the  Department 
to  count  the  stepparent's  income  closed  many  cases  that  had  a  smaller 
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family  size.  These  were  cases  in  which  the  stepparent's  income  made  the 
remarried  parent  ineligible  for  benefits  and  thus  only  their  children 
were  aided.  Since  cases  with  smaller  family  sizes  tend  to  have  lower 
grants  than  the  rest  of  the  caseload,  closing  4,265  of  these  cases 
increased  the  FY82  average  grant. 

During  FY83  two  more  policy  changes  are  expected  to  further  reduce  the 
number  of  cases  with  small  family  sizes  and  thus  to  increase  the  average 
grant  for  the  remaining  caseload.  These  are  limiting  eligibility  for 
pregnant  women  with  no  other  dependents  to  the  third  trimester  of  preg- 
nancy, and  discontinuing  AFDC  for  18-21  year  old  dependents.  Those  who 
are  attending  high  school  full-time  will  be  aided  under  a  state  funded 
program.  The  first  policy  change  will  close  approximately  302  single- 
parent  families,  while  the  second  change  will  close  approximately  1,199 
two-parent  families  where  the  youngest  dependent  is  over  the  age  of 
eighteen.  The  further  reduction  in  the  number  of  cases  with  small  fam- 
ily sizes  receiving  AFDC  benefits  is  expected  to  increase  the  average 
monthly  grant  to  $358  in  FY83  and  $362  in  FY84. 


EMERGENCY  ASSISTANCE 

Emergency  Assistance  (EA)  is  a  50%  federally  reimbursed  program  funded 
out  of  the  AFDC  account  that  provides  assistance  to  families  with  chil- 
dren under  21  that  are  needy  according  to  AFDC  financial  criteria  and 
are,  therefore,  unable  to  respond  to  urgent  and  immediate  needs.  Fed- 
eral statute  mandates  that  a  family  may  only  receive  EA  for  one  period 
of  thirty  consecutive  days  within  every  twelve-month  period. 

There  are  three  basic  situations  that  Department  policy  defines  as  emer- 
gencies qualifying  a  family  for  EA. 

First,  in  the  case  of  natural  disaster  or  fire  the  Department  will  pay 
for  the  replacement  of  basic  furniture,  clothing,  household  equipment, 
and  food,  as  well  as  for  moving  expenses.  The  disaster  component  is  the 
only  kind  of  Emergency  Assistance  that  is  available  to  a  family  which 
has  already  received  EA  within  the  past  twelve  months. 

Second,  the  Department  will  pay  for  the  repair  of  home  appliances  such 
as  stoves,  refrigerators,  and  heaters. 

Third,  the  Department  will  pay  certain  shelter  and  utility  arrearages  in 
order  to  avert  eviction  or  termination  of  service. 

The  first  component  of  the  program  has  not  changed  much  since  December, 
1974,  when  "emergency"  was  defined  for  the  first  time  and  the  items  that 
would  be  provided  were  specified.   The  other  components,  however,  have 

undergone  many  changes  and  have  been  the  subject  of  much  attention. 
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History  of  the  EA  Program 

Since  individualized  allowances  for  "special  needs"  (clothing  and  furni- 
ture) were  consolidated  into  the  AFDC  quarterly  payment  in  1971,  and 
allowances  for  "non-basic  needs"  (special  diets  and  excess  rents)  were 
averaged  into  the  AFDC  grant  in  1975,  Emergency  Assistance  has  been  the 
only  program  through  which  families  with  higher  shelter  and  utility 
costs  can  meet  their  individual  needs.  Theoretically,  then,  EA  has  pro- 
vided a  "safety  valve"  for  those  recipients  for  whom  the  basic  standard- 
ized grant  is  seriously  inadequate. 

The  shelter  and  utilities  component  of  the  EA  program  has  been  contro- 
versial. There  is  evidence  that  welfare  families  that  request  help  with 
arrearages  tend  to  have  higher  rent  and  utility  bills  than  those  fami- 
lies that  do  not  request  help.  However,  it  is  not  at  all  clear  that  an 
open-ended  EA  arrearage  program  successfully  solves  the  problems  of 
those  most  in  need.  It  may  be  that  the  families  that  benefit  most  from 
such  a  program  are  those  that  are  most  familiar  with  the  welfare  system 
and  are  therefore  able  to  maximize  their  claims  during  a  one-month 
period.  Moreover,  by  paying  all  accumulated  shelter  or  utility  bills, 
the  EA  program  was  providing  recipients  with  a  strong  incentive  to  let 
bills  pile  up  so  they  could  bring  them  in  once  a  year  to  the  Department 
for  payment  when  shut-off  or  eviction  threatened.  In  an  attempt  to 
minimize  this  incentive  the  Department  has  made  a  number  of  policy 
changes  in  the  EA  program.  In  FY76  the  Department  limited  EA  coverage 
of  arrearages  to  bills  incurred  within  a  specific  number  of  months  prior 
to  application  for  EA  (six  months  for  utility  bills  and  four  months  for 
shelter  bills).  The  Department  also  eliminated  payments  for  any  shelter 
and  utility  expenses  incurred  by  a  family  while  receiving  assistance. 
Thus  under  the  "recipient  status  rule,"  Emergency  Assistance  for  shelter 
and  utility  costs  was  restricted  to  applicants  and  only  covered  four  to 
six  months  of  expenses.  In  December  1976,  a  U.S.  District  Court  over- 
ruled the  "recipient  status  rule"  and  the  Department  began  once  again 
paying  any  amount  of  arrearages  incurred  by  both  applicants  and  recip- 
ients subject  only  to  the  once-in-twelve-months  rule. 

In  FY80,  a  second  effort  was  made  to  reduce  the  incentive  to  let  bills 
accumulate.  Beginning  in  FY80,  EA  payment  for  shelter,  utility  and  fuel 
arrearage  was  limited  to  an  aggregate  total  of  $500  per  household,  and 
the  concept  of  co-responsibility  was  added.  Co-responsibility  holds  an 
AFDC  recipient  responsible  for  that  portion  of  his  or  her  monthly  AFDC 
grant  allocated  for  utility  and  shelter  costs.  In  calculating  the 
amount  that  EA  will  pay  for  an  arrearage,  therefore,  the  Department 
deducts  the  amount  for  which  the  recipient  is  responsible.  The  Depart- 
ment also  acknowledged  that  a  majority  of  cases  receiving  Emergency 
Assistance  for  shelter  and  utilities  were  also  eligible  for  a  federal 
program  of  energy  assistance  administered  by  Community  Action  Program 
(CAP)  agencies  through  the  Home  Energy  Assistance  Program  (HEAP).  The 
Department  mandated  that  all  recipients  requesting  Emergency  Assistance 


-50- 


first  apply  for  federal  aid  through  the  CAP  agencies  and  that  any  aid 
given  by  the  CAP  agencies  be  considered  in  determining  the  final  need  of 
assistance  that  was  required  from  the  EA  program. 

In  September,  1981  the  U.S.  District  Court  ruled  that  federal  fuel 
assistance  received  through  CAP  agencies  could  no  longer  be  counted  in 
determining  the  amount  of  Emergency  Assistance  benefits.  The  average 
family  receiving  EA  in  FY81  received  $320  from  the  CAP  agencies  and  $315 
in  EA  benefits  from  the  Department.  Thus,  if  CAP  money  could  no  longer 
be  counted,  the  family  would  be  eligible  for  the  $500  maximum  amount 
allowed  by  the  Department  for  fuel  assistance.  In  addition,  recipients 
who  were  not  eligible  for  EA  when  the  CAP  grants  were  counted  would  now 
become  eligible  for  Emergency  Assistance.  The  effect  of  the  Court's 
decision  was  an  immediate  increase  in  the  level  of  EA  expenditures  in 
the  shelter  and  utilities  portion  of  the  EA  program.  In  December  1981, 
expenditures  for  shelter  and  utilities  costs  for  the  first  five  months 
of  FY82  were  42.5%  greater  than  expenditures  for  the  first  five  months 
of  FY81,  and  total  EA  expenditures  averaged  28%  higher  than  expenditures 
for  the  prior  fiscal  year.  In  order  to  limit  state  spending  on  Emer- 
gency Assistance  benefits,  the  Department  implemented  a  series  of  new  EA 
policies  in  February  1982. 

These  policies  placed  a  $250  ceiling  on  EA  payments  for  fuel  and  utility 
arrearages,  and  a  $100  ceiling  on  reimbursement  for  repair  of  an  appli- 
ance. They  eliminated  payments  for  furniture  storage,  home  repairs, 
property  tax,  the  purchase  of  major  appliances  (except  in  cases  of  a 
natural  disaster)  and  dry  cleaning  and  deodorization  of  clothing.  The 
new  policy  expanded  the  number  of  days  that  the  Department  will  provide 
temporary  shelter  from  7  days  to  21  days,  and  made  emergency  shelter 
benefits  available  to  households  which  were  rendered  homeless  for  any 
reason.  Whereas  under  the  old  policy  homelessness  was  determined  only 
in  cases  where  there  was  a  notice  of  eviction  or  foreclosure,  under  the 
new  policy  a  recipient  can  establish  a  need  for  assistance  by  signing  a 
note  stating  that  he  or  she  is  homeless  due  to  threatened  violence  or 
another  reason.  The  effect  of  these  policies  and  court  decisions  on  EA 
arrearage  and  total  expenditures  can  be  seen  in  the  chart  on  the  follow- 
ing page. 


-51- 


MILLIONS 


EMERGENCY  ASSISTANCE  EXPENDITURES 
BY  STATE  FISCAL  YEAR'" 


FISCAL  YEAR  79  FISCAL  YEAR  80  FISCAL  YEAR  81  FISCAL  YEAR  82 


LEGEND 

EA  EXPENDITURES  -OTHER  THAN  ARREARAGES 
EA  ARREARAGE  EXPENDITURES 


Cost  of  the  EA  Program 

The  cost  of  benefits  provided  through  the  EA  program  is  largely  a  func- 
tion of  the  policies  and  regulations  guiding  the  program  and  of  infla- 
tion in  the  cost  of  rent  and  fuel.  The  EA  program  is  expected  to  cost 
$7.8  million  in  FY82,  $9.1  million  in  FY83  and  $9.8  million  in  FY84. 


FY84  AFDC  REQUEST 

For  FY84,  the  Department  is  requesting  an  AFDC  appropriation  of  $461 
million.  This  request  represents  an  increase  of  $21  million  over 
expected  spending  in  FY83.  The  FY84  request  is  still  $16  million  below 
the  FY81  expenditure  level,  and  includes  $27.5  million  for  a  5%  cost  of 
living  increase. 
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While  the  savings  of  $84.7  million  from  the  state  and  federal  policy 
changes  implemented  in  FY82  are  expected  to  continue,  the  slight 
increase  in  the  FY84  request  is  due  to  a  continued  growth  in  the  number 
of  single  parent  families  and  in  the  Massachusetts  unemployment  rate. 
The  components  of  the  FY84  budget  request  for  the  AFDC  account  are  shown 
below. 

COMPARISON  OF  FY83  AND  FY84  BUDGET  REQUESTS 


FY83 


FY84 


Direct  Payments 
Winter  Clothing  Allowance 
5%  Standard  of  Need  Increase 
5%  Cost  of  Living  Increase 
Non-Medical  Vendor  Payments 
Emergency  Assistance 
Legal  Fees 
Refunds 


$  408,636,000 

13,983,000 

5,884,000 

9,631,000 
9,121,000 
500,000 
(2,473,000) 


$  430,421,000 

3,418,000 

27,526,000 

9,692,000 

9,832,000 

350,000 

(2,473,000) 


Sub-Total 


445,282,000 


478,766,000 


Savings 


Work  and  Training  Program  Savings 
Limiting  Aid  to  Pregnant  Women 
Implementing  18-21  Policy 
Rounding  the  Need  and  Payment  Standards 
Management  Savings 


(3,179,000) 
(895,000) 
(883,000) 
(269,000) 


(12,181,000) 

(1,494,000) 

(1,767,000) 

(359,000) 

(2,380,000) 


Savings  Sub-Total 


(5,226,000) 


(18,181,000) 


TOTAL 


$  440,056,000 


$  460,585,000 


DIRECT  PAYMENTS:   Monthly  benefits  paid  to  AFDC  recipients 


WINTER  CLOTHING 
ALLOWANCE: 

NON-MEDICAL 
.VENDOR  PAYMENTS: 


LEGAL  FEES: 


REFUNDS: 


One-time  special  payment  of  $75  per  AFDC  dependent  paid  in  September  1982 

AFDC  benefits  paid  to  vendors  (such  as  landlords,  utility  companies,  and 
grocery  stores)  on  behalf  of  recipients.  These  payments  occur  when  a  newly 
eligible  family  needs  immediate  assistance  while  awaiting  the  first  check, 
or  when  the  AFDC  recipient  has  been  unable  to  manage  his  or  her  grant.  In 
either  case  the  amount  of  the  vendor  payment  is  deducted  from  the  monthly 
grant  to  which  the  recipient  is  entitled. 

A  1980  Supreme  Court  requires  the  Department  to  pay  attorneys'  fees  for 
certain  cases  in  which  a  recipient  sues  the  Department  and  wins  the  case 

AFDC  checks  that  are  returned  to  the  Department  when  a  family  has  moved 
or  cannot  be  located  at  the  address  given  to  the  Department 
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THE  EFFECT  OF  THE  OMNIBUS  BUDGET  RECONCILIATION  ACT  ON  THE  AFDC  PROGRAM 


The  Omnibus  Budget  Reconciliation  Act  of  1981  (OBRA)  was  signed  into  law 
on  August  13,  1981.  Less  than  two  months  later,  on  October  1,  the  first 
of  its  provisions  became  effective  and  were  implemented  in  Massachu- 
setts. OBRA  was  intended  both  to  curb  spending  in  the  AFDC  program  and 
to  fundamentally  alter  its  purpose.  The  AFDC  program  was  no  longer  to 
offer  long-term  support  to  working  families,  but  to  provide  only  short- 
term  aid  to  single  parent  families  with  young  children.  OBRA  has  been 
dramatically  successful  in  achieving  both  these  goals  in  the  Common- 
wealth. Since  October  1,  1981,  the  AFDC  program  has  undergone  its  most 
important  realignment  since  the  1967  creation  of  the  work  incentive 
disregard.  Judging  from  the  magnitude  of  the  effects  on  the  caseload, 
the  OBRA  changes  are  likely  to  be  the  most  significant  ones  fot  some 
time  to  come.  Within  the  past  year: 

o  the  caseload  has  been  reduced  by  21%,  from  120,548  in  August  1981 
to  95,051  in  July  1982,  the  largest  one-year  caseload  decline  in 
the  history  of  the  program; 

o  approximately  16,400  cases  with  earnings  were  closed  between 
August  and  July,  more  than  half  of  all  earnings  cases; 

o  89%  of  the  cases  with  earnings  which  closed  have  remained  closed; 
only  11%  have  reopened  since  October. 

Massachusetts  has  been  more  affected  by  the  OBRA  changes  than  almost  any 
other  state.  Although  several  states  have  had  more  savings  from  indivi- 
dual provisions,  Massachusetts  has  achieved  one  of  the  highest  overall 
savings  from  implementing  OBRA.  The  Commonwealth  experienced  greater 
percentage  declines  in  caseload  between  August  1981  and  July  1982  than 
any  other  state  of  comparable  size,  and  only  marginally  smaller  percen- 
tage reductions  than  the  two  states  with  the  greatest  reductions, 
Arkansas  and  Oklahoma.  Both  of  these  states  had  original  caseloads  one- 
quarter  the  size  of  the  Massachusetts  caseload,  however. 

CHANGES  IN  PROGRAM  PHILOSOPHY  DUE  TO  OBRA 

OBRA  contains  two  features  which  reveal  major  changes  in  the  philosophy 
behind  the  AFDC  program.  The  first  is  that  whereas  prior  to  OBRA,  the 
program  provided  aid  to  single-parent  families  so  long  as  their  income 
after  deductions  was  below  the  payment  standard,  the  program  now  aids 
only  those  families  whose  gross  income,  regardless  of  deductions,  is 
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below  150%  of  the  need  standard.  While  single-parent  status  previously 
allowed  a  family  special  consideration,  income  is  now  a  more  important 
factor   in  determining   continued  eligiblity. 

The  second  major  change  due  to  OBRA  is  in  the  approach  the  program  takes 
to  the  goal  of  gradually  moving  recipients  into  self-supporting  work. 
Prior  to  OBRA,  the  work  incentive  disregard  allowed  work  recipients  to 
retain  part  of  their  take-home  pay  and  was  used  to  support  working 
recipients  until  they  were  completely  self-sufficient.  The  decision  to 
limit  the  disregard  to  four  consecutive  months  has  led  to  a  new  emphasis 
on  the  Work  and  Training  Program.  The  Work  and  Training  Program  will 
help  ensure  that  recipients  who  are  able  to  work  have  the  skills,  sup- 
port  and   incentives   to  do   so. 

Together,  these  two  elements  reveal  a  major  philosophical  change  in  the 
AFDC  program:  the  program  is  now  intended  to  be  used  as  a  temporary 
form  of  support  for  those  unable  to  work,  rather  than  as  ongoing  support 
for  working  families.  Those  incapable  of  working,  due  to  responsibility 
for  pre-school  children,  temporary  illness,  incapacity,  or  pregnancy 
will  be  supported  so  long  as  they  are  otherwise  eligible  for  assistance. 
Those  who  are  without  jobs  but  are  capable  of  working  will  receive 
training  if  they  are  without  work  skills,  supported  work  if  they  are 
without  work  experience,  or  job  search  supervision  if  they  are  without 
job  search  skills.  A  family  which  is  eligible  for  AFDC  because  of  the 
extended  absence  of  one  of  the  parents  is  to  be  on  the  program  only  as 
long  as  the  remaining  parent  is  unable  to  support  the  family.  Once  that 
parent  can  be  provided  with  job  skills  and  experience,  and  child  care 
responsibilities  no  longer  prevent  full-time,  self-supporting  employ- 
ment,   the   family  must  become   independent   of   assistance. 


THE   OBRA  PROVISIONS 

The    OBRA    changes     consist    of    nearly    twenty    mandatory    changes    in    AFDC 
policy,   which   can  be   grouped   into   five    categories. 


Earnings  Changes 

The  first  category  includes  provisions  which  change  the  way  eligibility 
is  determined  and  grants  are  calculated  for  cases  with  earnings.  These 
provisions  have  resulted  in  the  greatest  caseload  reductions  and  in- 
clude : 

1.  A  gross  income  ceiling  of  150%  of  the  standard  of  need  for  AFDC 
eligibility 

Formerly,  individuals  of  any  income  were  financially  eligible  for 
assistance  if  their  net  income,  after  deductions  and  disregards, 
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did  not  exceed  the  payment  standard.  Recipients  with  gross  in- 
comes above  150%  of  the  need  standard  are  now  financially  ineli- 
gible . 

2.  Elimination  of  the  earned  income  disregard,  or  $30  and  1/3,  after 
four  months 

To  provide  an  incentive  to  work,  the  "$30  and  1/3"  provision  dis- 
regards the  first  $30  of  a  recipient's  earnings,  and  1/3  of  the 
remainder,  in  the  grant  calculation.  This  disregard  provision 
formerly  applied  for  as  long  as  a  recipient  was  working.  OBRA 
changed  this  so  that  once  a  working  recipient  receives  four  con- 
secutive months  of  $30  and  1/3,  she  may  not  receive  it  again  until 
she  has   been  off  AFDC  for  twelve    consecutive   months. 

3.  New  grant   calculation  order 

Before  OBRA,  the  $30  and  1/3  disregard  was  applied  to  gross  income 
before  other  deductions.  After  OBRA,  $30  and  1/3  is  deducted  only 
after  all  other  deductions  have  been  made,  including  work-related 
expenses  and  child  care.  This  has  the  effect  of  reducing  the 
total  amount  of  all  deductions,  raising  countable  income,  and 
hence   decreasing  grants   for  all  working   recipients. 

4.  Work-related  expenses  are  standardized  at  $75  per  month  of  full- 
time  work  and  the  child  care  deduction  is  capped  at  $160  per  month 
of    full-time   work  per  child 

Prior  to  OBRA,  all  documented  work-related  and  child-care  expenses 
could  be  deducted,  without  limit.  Since  OBRA,  no  recipient  may 
receive  more  than  $75  per  month  for  the  former  and  $160  per  month 
for  the  latter.  Recipients  working  full-time  are  now  entitled  to 
receive  the  full  $75  deduction  for  work-related  expenses,  without 
being  required  to  document  these  expenses;  they  may  deduct  their 
actual  child-care  expenses,  up  to  $160  per  child.  Recipients 
working  less  than  full-time  may  deduct  a  proportional  share  of  the 
$75  allowance,  and  actual  child-care  expenses  up  to  a  proportional 
share  of  the  $160  maximum.  The  restriction  on  child  care  and 
work-related  expenses  has  affected  cases  with  high  expenses,  but 
the  average  of  these  expenses  has  not  changed  with  OBRA,  indi- 
cating  that  it  had  little  effect   on  most  cases. 


Certain  Classes  of  Recipients 

The     second     category     includes     changes     which     affect     other     particular 
classes   of   recipients  besides   cases  with  earnings: 

1.    Recipients    engaged    in   a    labor    strike    are    made    ineligible    for    the 
period  of    the   strike 


-56- 


2.  Aid  under  the  Unemployed  Parents  program  is  limited  to  the  prin- 
cipal earner   in  the    family 

This  provision  requires  the  initial  designation  of  a  principal 
earner  in  each  AFDC-UP  family.  The  principal  earner  is  the  parent 
who  has  worked  most  in  the  24  months  preceding  application.  As 
long  as  this  parent  is  unemployed,  the  family  continues  to  be  eli- 
gible for  aid  from  the  AFDC-UP  program.  As  soon  as  the  principal 
earner  becomes   employed,   however,    the   family  becomes   ineligible. 

3.  Aid  to  dependents  between  the  ages  of  18  and  21  is  eliminated, 
unless  the  dependent  is  expected  to  complete  high  school  by  the 
19th  birthday 

This  provision  results  in  case  closings  when  the  only  dependents 
are  between  18  and  21  years  of  age,  and  in  grant  reductions  when 
there   are   other  younger  dependents   in  the  home. 

4.  Aid   to   pregnant  women  is   limited   to   the   third   trimester 

Aid  to  a  woman  with  no  other  dependents  was  formerly  paid  for  the 
duration  of   the  pregnancy. 


Changes   in  Countable  Assets 

The  third  category  of  OBRA  changes  includes  provisions  which  expand  the 
types  of  resources  counted  as  available  to  meet  the  needs  of  the  AFDC 
family.  The  provisions  are  intended  to  more  fully  reflect  in  the  grant 
determination  the  total  resources  available  to  the  family.  This  provi- 
sion also  is  intended  to  correct  some  of  the  inequitable  features  of  the 
resources  policy.  Two  families  in  the  same  financial  position,  but 
having  different  sources  of  assets,  *rere  treated  differently  and  .re- 
ceived different  grants.  These  changes  are  designed  to  recognize  the 
variety  of  resources  available  to  AFDC  families  and  to  correct  the  in- 
equity that  results  when  assets  of  some  types  are  not  counted.  They 
include : 

1.  The     income    of     stepparents,     less    work-related    expenses,     will    be 
considered  available   to   the   assistance   unit 

Child  support,  alimony  and  other  payments  made  by  the  stepparent 
are  excluded   in  determining   the   stepparents  available   income. 

2.  The   assets   limit   is   set  at  $1,000,    including   the  equity  value   over 
$1,500  of   any   car 

Massachusetts  had  already  instituted  a  $1,000  limit  on  assets 
before  the  passage  of  OBRA,  but  completely  disregarded  the  value 
of    the   first   automobile. 
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3.  The  amount  of  the  Earned  Income  Tax  Credit  (EITC)  is  counted  as 
monthly  income  in  determining  the  grant  amount 

4.  The  income  of  aliens'  sponsors,  less  disregards,  is  counted  as 
available  to  alien  recipients 

This  provision  does  not  apply  to  refugees. 

5.  Lump-sum  payments  will  be  averaged  as  income  over  a  period  of  time 

In  the  past,  lump-sum  payments  have  been  treated  as  income  in  the 
month  they  are  received  and  assets  thereafter. 

Accounting  and  Payment  System  Changes 

The  fourth  category  of  OBRA  changes  consists  of  changes  in  the  Depart- 
ment's systems  of  accounting  and  payments.   They  include: 

1.  Monthly  income  reporting  and  retrospective  accounting  systems  are 
required  for  all  cases 

Massachusetts  had  already  begun  to  implement  monthly  income  re- 
porting before  OBRA  was  passed,  as  a  pilot  project  in  the  Roxbury 
Crossing  and  Adams  Street  offices.  Retrospective  budgeting,  which 
is  dependent  upon  a  system  of  monthly  income  reporting,  uses 
information  about  actual  income  received  during  the  preceding 
month  to  calculate  the  grant.  Implementation  of  retrospective 
budgeting  should  result  in  significant  savings  once  the  system  is 
in  use  for  all  cases. 

2.  All  overpayments  are  to  be  recouped;  all  underpayments  are  to  be 
paid 

Overpayments  to  individuals  still  on  aid  are  recovered  by  reducing 
future  grants  until  the  overpayment  has  been  entirely  recouped. 
The  only  restriction  on  the  amount  by  which  a  grant  can  be  reduced 
is  that  the  sum  of  assets,  income,  and  grant  must  be  at  least  90% 
of  the  payment  standard.  Previous  Department  policy  is  followed 
in  cases  which  are  no  longer  receiving  aid.  Underpayments  are 
paid  through  corrective  payments,  which  are  not  included  in  the 
recipient's  income  or  assets  when  the  grant  is  calculated. 

3.  Restrictions  on  the  number  of  vendor  payments  made  are  removed 

4.  Cash  benefits  to  any  case  receiving  a  monthly  grant  of  less  than 
$10  are  eliminated,  although  the  case  continues  to  receive  Food 
Stamps  and  Medicaid 
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Work  and  Training  Program 

The  final  category  of  OBRA  changes,  those  which  affect  the  Work  and 
Training  Program,  permit  the  establishment  of  Community  Work  Experience 
Projects  (CWEP) ,  Work  Supplemental  Programs,  and  Work  Incentive  (WIN) 
demonstration  projects. 


THE   EFFECTS   OF   IMPLEMENTING  OBRA 

The  Total  Caseload 

The  AFDC  total  monthly  caseload  has  declined  from  120,548  in  August  1981 
to  95,051  in  July  1982.  This  decline  of  21%  comes  at  a  time  when  the 
caseload  had  reached  its  lowest  point  since  November  1979.  The  large 
decline  due  to  implementing.  OBRA,  then,  cannot  have  been  the  result  of 
applying  the  changes  to  a  temporarily  inflated  caseload.  A  graph  of  the 
monthly  caseload  appears  in  the  following  figure.  The  three  most  impor- 
tant caseload  reductions  are  indicated,  together  with  the  corresponding 
OBRA  provisions. 


Total  AFDC  Monthly  Caseload 
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The  Earnings  Caseload 

The  decline  in  the  number  of  working  cases  has  been  even  more  pronounced 
than  the  overall  caseload  decline,  as  many  of  the  OBRA  provisions  were 
targeted  specifically  at  the  earned  income  caseload.  The  Department's 
treatment  of  working  cases  has  changed  substantially  with  OBRA.  Whereas 
formerly  the  Commonwealth  aided  single-parent  families  with  high  incomes 
and  high  expenses,  under  OBRA  the  program  aids  only  those  families  at 
the   lowest  end  of    the   income   scale. 

Before  OBRA,  there  was  no  limit  on  the  total  amount  of  income  a  recip- 
ient could  earn  and  still  be  eligible  for  benefits.  So  long  as  net 
income,  after  deductions,  was  below  the  payment  standard  the  recipient 
received  a  grant.  Most  full-time  workers  have  now  been  eliminated  due 
to  the  150%  cap  on  gross  income.  A  sample  of  about  450  recipients  with 
earnings  revealed  that  before  OBRA,  as  many  as  6%  of  working  recipients 
had  monthly  incomes  of  at  least  $1,000.  Under  the  current  standard,  by 
contrast,  a  family  of  three  can  earn  a  maximum  of  $597  a  month.  A 
single  earner  supporting  two  dependents  and  working  40  hours  a  week  at  a 
wage  of  $4.03  or  more  would  now  receive  no  assistance  at  all.  Recip- 
ients with  families  of  four  or  smaller  would  receive  no  benefits  if  they 
are  working  full-time  at  the  minimum  wage  and  have  no  child  care  expen- 
ses. The  only  full-time  workers  who  are  still  eligible  are  those  who 
are   supporting  large   families. 

Recipients  who  work  are  less  able  to  remain  on  aid  than  they  were  a  year 
ago.  Recipients  now  usually  lose  their  AFDC  eligibility  as  soon  as  they 
go  to  work  full-time.  A  year  ago,  an  average  of  18.9%  of  <;he  caseload 
had  earned  income.  This  fiscal  year,  the  average  had  fallen  to  13.8%, 
and  the  figure  for  July  1982  was  only  10.9%.  Since  the  total  caseload 
is  smaller,  this  means  that  less  than  half  as  many  cases  have  earned 
income  today  as  did  one  year  ago.  Though  there  are  fewer  recipients 
with  jobs,  the  number  of  case  closings  due  to  finding  work  has  in- 
creased, indicating  that  the  overall  number  of  AFDC  recipients  who  get 
jobs  has  not  declined  since  OBRA.  The  following  table  documents  the 
decline   in  the   earned   income   caseload. 
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EARNED  INCOME  CASES  RECEIVING  AT  LEAST  ONE  MONTHLY  PAYMENT 


July  1981 

August 

September 

October 

November 

De  cembe  r 

January   1982 

February 

March 

April 
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June 

July 
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Caseload 
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19.9 
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19.8 
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19.4 

22,219 

18.4 
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12.0 
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12.3 
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12.1 

11,065 

10.5 

10,905 

10.4 

10,717 

10.3 

10,030 

10.0 

10,339 

10.7 

10,191 

10.9 
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CASELOAD  DYNAMICS  DUE  TO  OBRA 

In  order  to  investigate  and  document  the  effects  of  implementing  OBRA  on 
the  earned  income  caseload,  the  Department  undertook  a  comprehensive 
study  of  all  earned-income  cases  in  October  1981.  On  October  1,  a  list 
of  all  cases  receiving  any  earned  income  during  the  month  of  September 
was  compiled  and  information  about  these  cases  was  stored  in  a  central 
computer  file.  These  approximately  22,000  cases  were  monitored  cen- 
trally through  the  same  system  which  automatically  adjusted  their  grants 
and   issued   closing  and   reduction  notices. 

43.8%  of  these  cases  were  closed  during  either  October  or  November, 
principally  due  to  the  earned  income  changes,  which  included  applying 
the  150%  gross  income  ceiling,  standardizing  work-related  expenses, 
capping  child  care  expenses,  and  amending  the  grant  calculation  order. 
Another  30.3%  of  the  earned  income  cases  closed  after  the  implementation 
in  February  of  the  elimination  of  $30  and  1/3  after  four  months  and  the 
inclusion  in  March  of  stepparent  income  in  a  case's  resources.  The 
cases  closed  after  November  may  have  been  closed  due  to  a  specific  pro- 
vision, or  may  have  been  the  result  of  a  combination  of  grant  reduc- 
tions, as  when  the  sum  of  the  income  of  a  stepparent  and  the  parent's 
income  made  a  recipient  financially  ineligible  after  March.  By  August, 
then,  three-quarters  of  the  October  1981  earned  income  caseload,  more 
than  16,000  cases,  had  closed.  The  number  of  cases  in  the  October 
sample    closing    each    month    is    presented    in   the    table    on    the    next    page. 
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MONTHLY  CLOSINGS  FOR  OCTOBER  EARNED  INCOME  CASES 


Month 


Number 
Closed 


%  Reopened 
by  8/82 


Timing  of  Primary  OBRA  Changes 


October   1981        6733 


Novembe  r 


De  cembe  r 


2888 


926 


January   1982  993 


February 


1612 


9.5 
10.8 


15.1 
15.5 
13.9 


1.      150%   ceiling  on  gross   income 


2.      New  grant   calculation  order 


3.  Work-related    expenses     stand- 
ardized at  $75 

4.  Child  care  expenses   capped  at 
$160 

5.  No    payments    to    cases    receiv- 
ing  grants   of    less    than  $10 


6.      Elimination     of     $30    and     1/3 
for  most   cases 


March 


720 


9.2 


7.  Inclusion   in   resources   of 
stepparent  Income 

8.  Only  principal  earners  eligi- 
ble for  UP  assistance 


April 

652 

12.3 

May 

645 

10.7 

June 

632 

10.3 

July 

600 

5.0 

TOTAL  =  16,401 


AVERAGE  =  10.8% 
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Another  finding  illustrated  in  this  table  is  extremely  significant.  An 
average  of  only  11%  of  the  cases  closed  by  OBRA  who  were  working  in 
October  have  since  reopened.  The  Department  predicted  one  year  ago, 
before  the  implementation  of  OBRA,  that  perhaps  40%  of  the  cases  closed 
by  OBRA  would  reopen.  The  Congressional  Budget  Office  likewise  esti- 
mated that  roughly  one-third  of  closings  would  later  reopen.  The  Common- 
wealth's reopening  rate  of  11%  is  significantly  below  both  these 
predictions. 

It  is  also  noteworthy  that  very  few  recipients  who  were  working  in 
October  have  quit  their  jobs.  As  the  figure  below  shows,  only  8%  of 
recipients  with  earnings  in  October  whose  cases  were  closed  have  quit 
their  jobs,  a  strikingly  low  number.  Many  cases  who  returned  to  aid 
only  reduced   their  hours   and  did  not    quit   their  jobs. 


Cases  with  Earnings  in  October 
Current  Case  and  Employment  Status 


55.8% 


OPEN 


43.1% 


REOPENED 


CLOSED 


Wzh  Quit 

vH  Full  Time  (30  or  more  hours  per  week) 

£23  Part  Time 

I     I  Full  and  Part  Time 

(%  cannot  be  determined) 
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There    are    three    factors    which    seem   able    to   explain   why    some    recipients 
were    able    to    remain   independent   of    AFDC   aid   once    closed   and  others  were 


obliged    to   return. 


Child   Care   Responsibilities 

Though  there  is  little  or  no  difference  in  the  number  of  dependents  be- 
tween working  cases  and  non-working  cases,  and  between  cases  which 
closed  and  reopened  and  cases  which  closed  and  remained  closed,  there 
are   important  differences   in  the  ages   of    those   children. 

Recipients  who  were  working  in  October  were  less  than  half  as  likely  to 
have  youngest  children  less  than  three  years  old  as  recipients  who  were 
not  working.  As  is  illustrated  in  the  figure  on  the  next  page,  they 
were  also  only  two-thirds  as  likely  to  have  children  under  six  years 
old.  Recipients  who  had  pre-school  children  are  unlikely  to  be  able  to 
work  unless  there  are  also  older  children  in  the  home  or  relatives  and 
neighbors  nearby  who  can  care  for  the  youngest  children.  The  oldest 
children  of  working  cases  were  older  on  average  than  those  of  non- 
working   cases,   which  supports   this  notion. 

Recipients  whose  cases  were  closed  due  to  OBRA  and  did  not  return  to  the 
AFDC  program  also  had  fewer  young  children  than  those  who  did  reopen. 
Full-time  workers  with  young  children  may  not  have  been  able  to  pay  for 
their  child  care  arrangements  once  their  benefits  were  eliminated  and  so 
were  forced  to  reopen.  Part-time  workers  may  not  have  been  able  to 
increase  their  hours  enough  to  compensate  for  the  reduction  in  their 
benefits   or  the   increase   in  their  child  care   costs. 

Those  who  reopened  with  part-time  work  after  being  closed  by  OBRA  were 
also  less  likely  to  have  preschool  children  than  were  part-time  workers 
who    quit   their  jobs. 
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Ages  of  Youngest  Children 
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Reopened  Cases 


Cases  Which  Have 
Not  Reopened 


Cases  Closed  October  1981  or  After  and  Reopened 


32.7% 


0.7% 


1 8.40/0 


47.8% 


48.1% 


2.9% 


13.4% 


36.0% 


Cases  Reopening 
With  a  Job 


Cases  Reopening 
Without  a  Job 
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Income 

A  sample  of  about  450  earned-incorae  cases  drawn  from  the  last  two 
Quality  Control  surveys  indicates  that  cases  which  were  reopened  had 
lower  gross  incomes  and  lower  incomes  after  deductions  than  cases  which 
remained  closed.  The  cases  which  closed  in  either  October  or  November 
due  to  the  150%  gross  income  ceiling  and  later  reopened  had  roughly  half 
the  income  after  deductions  of  cases  which  closed  during  the  same  period 
but  did  not  reopen.  The  cases  which  remained  closed  had  higher  work- 
related  and  child-care  expenses  but  also  had  higher  gross  incomes.  The 
higher  incomes  of  the  closed  cases  more  than  compensated  for  their 
higher  expenses. 

This  evidence  supports  the  notion  that  cases  which  were  only  marginally 
financially  self-sufficient  were  much  more  likely  to  reopen  after  being 
closed  than  cases  with  slightly  higher  incomes.  Cases  which  were  barely 
over  the  150%  cap  and  depended  on  their  AFDC  grant  to  meet  their  ex- 
penses often  could  not  make  ends  meet  without  an  AFDC  grant.  In  addi- 
tion, these  cases  were  likely  to  have  been  working  fewer  hours  than  the 
cases  which  were  able  to  remain  closed,  and  so  were  less  fully  inte- 
grated  into   the  working  world. 

Recipients  who  were  able  to  remain  off  aid  were  also  more  likely  to  have 
had  a  supplemental  source  of  income  not  available  to  cases  who  re- 
opened —  child  support  payments.  The  absent  spouses  of  recipients  who 
remained  off  aid  were  twice  as  likely  to  have  been  making  child  support 
payments   as    the   spouses   of   recipients  who   returned  to  aid. 

When  a  case  closes,  the  child  support  payments  which  had  been  made  to 
the  Department  become  directly  available  to  the  recipient.  Recipients 
who  remained  off  program  aid  may  have  had  their  loss  of  benefits 
cushioned  by  the  new  availability  of  child  support  payments.  Massachu- 
setts has  been  extraordinarily  vigorous  in  obtaining  support  orders'  in 
court  and  in  making  collections.  This  not  only  reduces  the  net  cost  of 
the  AFDC  program,  but  also  helps  closed  cases  remain  off  welfare  by  pro- 
viding  them  with  a  supplemental   source   of    income. 


Recipient  Age 

Recipients  who  were  working  in  October  were  almost  one-and-a-half  times 
more  likely  to  be  over  30  years  of  age  than  those  who  were  not  working. 
Recipient  age  in  itself,  however,  may  not  have  affected  the  chance  that 
a  case  would  reopen  after  being  closed  or  be  working,  so  much  as  it  was 
related   to    the   likelihood   that   the   recipient  had  young   children. 

These  three  factors  begin  to  account  for  the  ability  of  some  recipients 
to  successfully  support  themselves  and  their  families  without  AFDC  bene- 
fits.     How  have    these    cases   adjusted    to    the    loss   of   benefits?     Very   few 
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of  them  have  reopened  —  89%  of  all  closings  have  remained  closed.  Some 
recipients  are  likely  to  have  increased  their  earnings  by  working  more 
hours.  Others  have  responded  by  reducing  their  expenses.  An  informal 
phone  survey  of  working  recipients  who  had  been  paying  for  child  care 
via  the  child-care  deduction  revealed  that  many  had  adjusted  to  the 
reduction  or  loss  of  benefits  by  reducing  their  child-care  expenses. 
Many  ceased  providing  child  care  if  the  child  was  old  enough  to  care  for 
him  or  herself,  or  had  an  older  brother  or  sister  in  the  home.  Women 
who  had  been  paying  relatives  to  care  for  children  in  their  homes  often 
retained  the  same  arrangements  but  for  a  reduced  fee  or  no  fee  at  all. 
Few  women  have  substituted  DSS-subsidized  day  care  for  their  previous 
arrangements,    though  many  are  eligible. 


SAVINGS   IN  MASSACHUSETTS  AND  OTHER  STATES 


Massachusetts  achieved  its  greatest  savings  from  implementing  the  150% 
cap  on  earned  income.  The  Department  estimates  $54.9  million  of  annual- 
ized savings  are  due  to  the  implementation  of  the  five  earnings  provi- 
sions. Savings  due  to  the  other  principal  OBRA  provisions  are  presented 
in  the   table   on  the   next   page. 
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SAVINGS  DUE  TO  PRINCIPAL  OBRA  PROVISIONS 


OBRA  Provision 


Annualized  Dollar  Savings 
(In  millions  of  dollars)   Caseload  Impact 


1 .   Earnings  Changes 

150%  gross  income  ceiling 
No  payments  under  $10 
Standarized  work-related 

expenses 
Cap  child  care  expenses 
Limit  $30  and  1/3  to 

4  months 


$54.9 


16,400  closings 
8,212  grant   re- 
ductions 


2.      Stepparent  Income 


16.3 


7,833  closings 
782  grant  re- 
ductions 


3.   18-  to  21-Year  Old  Dependents 


5.0 


776  closings 
2,380  grant   re- 
ductions 


4.     Work  and  Training  Program 


1.7 


420  closings 


5 .      Other 


6.8 


TOTAL     =     $84.7  million 
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States  in  which  the  payment  standard  and  the  need  standard  are  not  iden- 
tical instead  experienced  the  greatest  savings  from  the  elimination  of 
$30  and  1/3.  By  setting  the  need  standard  higher  than  what  is  actually 
paid,  such  states  in  effect  raise  the  150%  cap,  because  150%  of  the  need 
standard  would  be  more  than  150%  of  the  payment  standard.  Massachusetts 
raised  its  need  standard  above  the  payment  standard  in  July  1982,  so  it 
did  not  affect  the  reductions  discussed  here.  The  cap  in  Massachusetts 
now  equals  157.5%  of  the  payment  standard. 

Massachusetts  also  experienced  significant  caseload  reductions  and 
savings  from  implementing  the  stepparent  income  provision,  as  did  many 
other  states.  The  elimination  of  18-  to  21-year-old  dependents  has  been 
a  large  cost-saving  measure  for  many  states  as  well.  The  Department  has 
eliminated  aid  to  18-  to  21-year-old  college  students;  a  change  in  state 
law  will  be  needed  for  Massachusetts  to  eliminate  aid  to  18-  to  21- 
year-old  dependents  who  are  high  school  students.  A  number  of  states 
also  experienced  significant  caseload  reductions  and  savings  from  imple- 
menting the  $1000  assets  limit  and  eliminating  benefits  to  pregnant 
women  before  the  third  trimester.  Massachusetts  has  not  realized  any 
savings  from  these  changes,  however,  as  it  was  substantially  in  confor- 
mance with  the  assets  change  before  OBRA  and  it  did  not  begin  to  imple- 
ment the  aid  to  pregnant  women  provision  until  August  1982.  Moreover, 
pregnant  women  in  their  first  two  trimesters  who  were  receiving  aid 
during  August  will  continue  to  receive  aid  for  the  duration  of  their 
pregnancies. 

There  was  wide  variation  among  the  experiences  of  the  states  in  imple- 
menting OBRA.  Many  states  found  that  they  experienced  large  caseload 
declines,  while  almost  half  the  states  (21)  had  an  August  1981  to  July 
1982  caseload  decline  of  10%  or  less.  Some  states  had  reopening  rates 
among  cases  closed  due  to  OBRA  of  20  to  30%,  while  others  found  no 
increase  in  their  reopening  rate  at  all.  The  caseload  reductions  for  47 
states  between  August  or  September  1981  and  June  or  July  1982  are  pre- 
sented in  the  table  on  the  next  page . 
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PERCENT  REDUCTIONS    IN  TOTAL  AFDC   CASELOADS   FOR  47    STATES 
(August   or  September   1981   caseloads    compared  with  June   or  July   1982) 


Less   than  6 

% 

6-10% 

11-15% 

Utah 

-1.2* 

Florida 

6.2 

Indiana 

11.1 

New  York. 

0.2* 

Alabama 

6.4 

Mississippi 

11.2 

Washington 

3.2 

Arizona 

7.2 

Missouri 

11.2 

Illinois 

3.7 

Wisconsin 

7.9 

Connecticut 

11.8 

Michigan 

4.3 

Iowa 

7.9 

South  Dakota 

12.1 

California 

4.4 

Ohio 

8.1 

Wyoming 

12.4 

Vermont 

4.5 

Pennsylvania 

8.3 

Rhode   Island 

12.4 

Nebraska 

4.8 

Idaho 

8.3 

Maryland 

12.6 

Georgia 

5.8 

Virginia 

8.6 

West  Virginia 

12.8 

New  Mexico 

8.9 

Texas 

13.4 

New  Hampshire 

10.3 

North  Carolina 

13.7 

Louisiana 

10.5 

Oregon 
Minnesota 
New  Jersey 
South  Carolina 

14.2 
14.4 
14.4 
15.0 

lb-ZU7o 

16.1 

2.I/0  or  more 
MASSACHUSETTS 

Delaware 

21.1 

Tennessee 

16.5 

Arkansas 

22.8** 

Maine 

17.1 

Oklahoma 

25.0** 

Kentucky 

17.2 

Montana 

17.9 

Colorado 

18.1 

Kansas 

18.3 

Average    decline   in 
AFDC   caseload  =   11.2% 


North  Dakota   19.8 


Note :      Alaska,   Hawaii  and  Nevada   figures   do   not   appear  in  this   table 

*     Utah  experienced  a  caseload  increase ,    from  11,286   to   11,419 
New  York  figure   calculated   for  September  to  March  period  only 

**  Arkansas   base   caseload  was   29,075 
Oklahoma  base   caseload  was   29,708 
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There  are  several  explanations  as  to  why  the  Commonwealth  had  the 
greatest  caseload  decline  between  August  1981  and  July  1982  of  any  state 
its   size. 


Percentage  of  Cases  with  Earnings 

The  percentage  of  cases  with  earnings  in  Massachusetts  before  OBRA  was 
among  the  highest  in  the  country.  20%  of  the  Massachusetts  AFDC  case- 
load had  earnings  before  OBRA  was  implemented.  Several  states  of  com- 
parable size  had  earned  income  caseloads  one-half  this  size.  The  figure 
for  Illinois  was  approximately  5%,  for  New  York  approximately  11%. 
Because  the  changes  were  directed  at  the  earned  income  caseload,  a 
higher  percentage  of  working  cases  resulted  in  a  greater  caseload 
de  cli  ne . 


Size   of   the  AFDC-UP  Program 

A  parallel  reason  for  the  comparatively  large  decline  seen  in  Massachu- 
setts is  the  relatively  small  size  of  its  Unemployed  Parents  program. 
The  AFDC-UP  program  constitutes  only  5%  of  the  AFDC  caseload  in  Massa- 
chusetts. Because  the  AFDC-UP  program  was  little  affected  by  OBRA, 
states  with  high  unemployment  and  a  large  UP  caseload  showed  small  case- 
load reductions,  even  though  the  overall  effects  on  the  earnings  cases 
might  have   been  great. 


Active  Jobs  Program 

Massachusetts  was  beginning  to  implement  its  Work  and  Training  Program 
at  roughly  the  same  time  as  it  was  implementing  the  OBRA  provisions,  and 
was  the  only  state  in  the  country  operating  a  WIN  demonstration  project. 
This  may  have  resulted  in  an  incentive  for  working  cases  to  remain 
working  and  has  resulted  in  case  closings  due  to  job  placements. 
Related  to  this  factor  is  the  relative  strength  of  the  state's  economy. 
During  1980,  1981,  and  the  first  two  quarters  of  1982,  the  state  unem- 
ployment rate  was  below  the  national  average.  In  Massachusetts,  cases 
which  were  closed  due  to  OBRA  may  have  been  relatively  more  likely  to 
either  maintain  jobs   or  increase   their  earnings   instead  of    reopening. 


Legislative  Response 

States  in  which  the  legislature  responded  by  choosing  to  fund  at  full 
state  cost  certain  groups  eliminated  from  the  program,  such  as  strikers 
or  18-  to  21-year-old  students,  exhibited  lower  net  caseload  reductions. 
Cost-of-living  increases,  special  supplements,  and  increases  in  the 
standards  of  need  or  payment  also  resulted  in  smaller  net  caseload 
reductions. 
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The  5%  increase  in  the  standard  of  need  passed  this  session  by  the 
legislature  became  effective  in  July  1982  and  will  result  in  some  of  the 
cases  with  earnings  only  marginally  above  the  150%  income  ceiling 
reopening.  During  FY83 ,  we  estimate  that  1095  cases  will  either  reopen 
or  avoid  closing  altogether  due  to  the  5%  increase  in  the  standard  of 
need. 


Dates  of  Implementation 

Because  the  Commonwealth  implemented  the  earnings  changes  by  means  of  an 
automated  central  system  which  simultaneously  recalculated  grants  and 
generated  closing  notice  lists,  the  Department  was  able  to  implement  the 
most  important  changes  at  least  three  months  earlier  than  would  other- 
wise have  been  possible.  Because  Massachusetts  implemented  the  prin- 
cipal earnings  changes  so  rapidly,  it  saved  at  least  $27  million.  The 
Commonwealth  implemented  the  earnings  changes  on  October  1,  the  earliest 
date  possible.  States  which  did  not  implement  the  earnings  changes  in 
October  naturally  exhibited  much  smaller  caseload  reductions.  New  York 
and  Wisconsin,  for  example,  did  not  implement  the  earnings  changes  until 
January. 

The  Commonwealth  also  performed  well  in  implementing  the  stepparent 
income,  monthly  reporting,  and  UP  principal  earners  provisions.  The 
provisions  most  likely  to  be  implemented  late  in  other  states  were  those 
relating  to  the  EITC,  stepparent  income,  and  recoupment  of  overpayments. 

The  table  on  the  next  page  shows  the  implementation  schedule  for  the 
OBRA  changes  in  Massachusetts. 
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OBRA  IMPLEMENTATION  SCHEDULE 


OBRA  Changes 

1.  18-21   Year  Olds    (college   only  — 
non-college   not   yet   implemented) 

2.  150% 

3.  $30  and  1/3 

4.  Standardize  WRE,  Limit  Child  Care 

5.  New  Grant  Calculation  Order 

6.  No  Benefits  Under  $10 

7.  Stepparent  Income 

8.  UP  Principal  Earner 

9.  WIN  Demonstration  Project 

10.  Pregnant  Women 

11.  Assets  Limit  =  $1,000 

12.  Strikers 

13.  Under/ Overpayments 

14.  Monthly  Reporting,  Retrospective 
Accounting 

15.  Counting  EITC  as  Income 

16.  Alien  Sponsors'  Income 

17.  Average  Lump-Sum  Payments 

18.  No  Limit  on  Vendor  Payments 


Date  of  Implementation 
in  Massachusetts 

September  1,  1981 


October  1,  1981 

October  1,  1981 

October  1,  1981 

October  1,  1981 

October  1,  1981 

March  4,  1982 

March  18,  1982 

April  12,  1982 

August  1,  1982 

August  1,  1982 

August  5,  1982 

September  15,  1982 
(Expected) 

October  1,  1982 
(Expected) 

Not  Yet  Implemented 

Not  Yet  Implemented 

Not  Yet  Implemented 

Not  Yet  Implemented 
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WORK  AND  TRAINING  PROGRAM  (4407-1000) 


FY81         FY82        FY83         FY84 

EXPENDITURES/ 

APPROPRIATION         *        5,022,419    8,671,652    21,680,000 


INTENT  OF  THE  PROGRAM 


For  many  of  the  95,000  households  on  AFDC,  public  assistance  is  only 
needed  for  a  brief  period  until  the  family  is  once  again  able  to  provide 
for  itself.  For  others,  public  assistance  becomes  the  primary  means  of 
support  over  a  course  of  many  years.  On  average,  a  household  remains  on 
AFDC  for  3.5  years,  with  many  families  participating  for  longer  periods 
of  time.  And  yet,  public  assistance  offers  these  families  only  a  mini- 
mum level  of  income.  For  a  family  of  three,  the  combined  value  of  the 
AFDC  grant  and  food  stamps  totals  $6,096  each  year,  which  amounts  to 
only  79%  of  the  poverty  level.  Even  so,  thousands  of  Massachusetts  fam- 
ilies rely  primarily  on  public  assistance  to  provide  for  their  basic 
needs.  For  many  of  these  families,  there  are  significant  barriers  to 
their  securing  employment  and  becoming  self-sufficient.  Eighty-five 
percent  of  the  AFDC  households  are  single  women  with  children.  Many  of 
these  women  lack  the  job  skills  and  experience  to  make  them  easily 
employable.  Others  lack  the  self-confidence,  job-search  skills  and 
motivation  needed  to  locate  employment.  Again  others,  while  able  to 
locate  employment,  do  not  have  sufficient  earnings  capacity  to  enable 
them  to  become  fully  independent  of  public  assistance.  The  Department 
feels  a  clear  responsibility  to  help  those  women,  currently  dependent  on 
AFDC,  to  re-enter  the  work  force  and  become  self-supporting  as  soon  as 
their  children  are  in  school  and  no  longer  require  full-time  care.  To 
achieve  this  goal,  the  Department  has  implemented  a  Comprehensive  Work 
and  Training  Program  (WTP)  that  will  assist  AFDC  recipients  in  finding 
jobs,  and  gaining  the  skills  that  may  be  needed  to  break  the  cycle  of 
welfare  dependency. 


*  The  Work  and  Training  Program  was  first  implemented  in  FY82.  Work 
and  Training  related  activities  already  underway  prior  to  FY82  were 
funded  through  the  General  Administration  and  AFDC  accounts. 


-76- 


A  comprehensive  program  of  work  and  training  is  crucial  for  the  well- 
being  of  the  AFDC  recipients  as  well  as  for  the  state  as  a  whole.  For 
the  recipients,  the  program  provides  the  means  to  raise  their  income  and 
become  self-sufficient  while  increasing  their  sense  of  accomplishment 
and  self-respect.  The  state  also  has  much  to  gain  from  this  program, 
for  although  WTP  requires  an  initial  investment  of  funds,  the  payoff  is 
great.  As  program  participants  become  self-supporting,  this  results  in 
lowered  public  assistance  caseloads,  and  substantial  program  savings  to 
the  state.  The  extent  to  which  savings  can  be  realized  is  best  gauged 
by  comparing  the  cost  of  supporting  a  family  on  welfare  with  the  cost  of 
participation  in  WTP.  To  illustrate,  a  family  of  three  with  no  other 
income  recieves  a  total  of  $8,000  a  year  in  welfare  benefits,  including 
AFDC,  Food  Stamps,  and  Medicaid.  With  the  average  stay  on  welfare  at 
3.5  years,  the  total  welfare  cost  is  $28,000.  By  comparison,  the  cost 
of  participation  in  a  Work  and  Training  Program  activity  ranges  from  a 
low  of  under  $200  to  a  maximum  of  $3,500  per  person  in  public  sector 
funds.  Hence,  even  the  most  expensive  activity  is  more  cost-effective 
in  the  long-run  than  the  continued  provision  of  assistance.  Moreover, 
when  former  recipients  of  AFDC  become  productive  members  of  the  work 
force,  this  raises  the  standard  of  living  for  all  residents  of  the 
state. 


DESCRIPTION  OF  THE  PROGRAM 

The  Work  and  Training  Program  was  implemented  on  April  12,  1982.  Prior 
to  that  time,  the  Department  of  Public  Welfare  and  the  Division  of  Em- 
ployment Security  jointly  administered  more  limited  job  training,  place- 
ment and  support  services  under  the  federally  mandated  Work  Incentive 
(WIN)  Program  for  AFDC  recipients.  This  program  is  90%  federally  reim- 
bursed with  a  ceiling  placed  on  total  federal  funding  available  for  the 
year.  While  Massachusetts  performed  well  relative  to  other  states  in 
placing  AFDC  recipients  in  jobs  through  the  WIN  Program,  it  was  gener- 
ally recognized  that  the  WIN  program  in  Massachusetts  was  not  as  effec- 
tive as  it  could  be. 

For  FY82,  the  federal  government  offered  states  the  option  of  discon- 
tinuing the  old  WIN  program  with  all  its  cumbersome  regulations  and 
reporting  requirements  and  replacing  it  with  a  new  model  to  assist 
clients  in  entering  the  work  force.  States  choosing  this  option  had  to 
submit  proposals  for  federal  review.  If  approved,  a  state  was  granted 
WIN  Demonstration  status  and  federal  funding  would  continue  at  90%  of 
cost,  up  to  a  ceiling  for  the  year,  the  same  as  for  regular  WIN.  The 
Massachusetts  Department  of  Public  Welfare,  seeking  to  develop  a  more 
effective  program  to  assist  AFDC  recipients  in  becoming  self-sufficient, 
applied  for  and  was  granted  status  as  administrator  of  a  Massachusetts 
WIN  Demonstration  project  to  provide  a  comprehensive  Work  and  Training 
Program  for  AFDC  recipients.  The  program  established  by  the  Department 
provides  a  delivery  system  consisting  of  several  components,  some  of 
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which  are  mandatory  and  others  voluntary,  in  which  AFDC  recipients  par- 
ticipate until  they  are  successful  in  locating  employment.  As  part  of 
the  delivery  system,  the  Department  offers  job  placement  and  support 
services,  as  well  as  a  range  of  work  experience  and  training  programs, 
while  the  Division  of  Employment  Security,  as  subcontractor  to  the 
Department,  provides  job  search  activities.  In  addition,  the  Department 
has  signed  interagency  agreements  with  other  state  agencies  to  provide 
additional  training,  work  experience,  and  support  services  to  be  incor- 
porated into  the  Work  and  Training  Program. 

With  certain  exceptions,  every  AFDC  client  between  the  ages  of  16  and  65 
whose  youngest  child  is  6  years  of  age  or  older  is  required  to  register 
for  participation  in  the  Work  and  Training  Program.  Also  required  to 
participate  are  the  principal  earners  of  UP  households,  regardless  of 
the  age  of  the  youngest  child,  as  are  dependents  between  the  ages  of  16 
and  18  if  they  are  not  attending  a  secondary  or  vocational  training 
school.  Approximately  36,600  recipients,  or  37%  of  the  AFDC  caseload 
fall  into  this  group.  However,  6%  of  these  cases  have  a  physical  or 
mental  incapacity  which  exempts  them  from  participation.  Also  exempt 
are  those  persons  already  working  thirty  hours  per  week  or  more.  With 
close  to  2,700  AFDC  recipients  exempted  for  one  of  these  two  reasons, 
this  leaves  34,000  AFDC  recipients  who  qualify  as  mandatory  WTP  regis- 
trants.  Of  course,  exempt  recipients  may  register  voluntarily  for  WTP. 

While  registration  of  the  AFDC  population  is  still  being  phased  in  at 
this  time,  it  is  estimated  that  a  total  of  39,900  recipients  could 
potentially  register  for  WTP,  including  6,000  voluntary  registrants, 
once  statewide  implementation  of  the  program  has  been  achieved.  This 
amounts  to  42%  of  the  AFDC  population.  During  FY83,  however,  resource 
constraints  will  limit  the  number  of  WTP  sites  to  sixteen  locations, 
which  serve  only  80%  of  the  WTP-eligible  AFDC  population.  AFDC  recip- 
ients living  in  areas  not  serviced  by  a  WTP  site  will  not  be  required  to 
register  until  WTP  sites  are  established. 

For  AFDC  recipients  who  are  participating  in  the  Work  and  Training  Pro- 
gram, the  Department  provides  allowances  of  up  to  $50/month  to  cover  the 
cost  of  travel  from  the  recipient's  home  to  the  WTP  site.  In  addition, 
day  care  has  been  made  available  through  the  Department  of  Social  Serv- 
ices for  those  AFDC  recipients  who  require  such  services  to  participate 
in  WTP. 


-78- 


WTP  REGISTRANTS 


Total  AFDC   Caseload  95,000 

AFDC-Basic  Cases  with  child  6  years   or  older        32,000 

AFDC-UP  Cases  3,600 

Eligible  Recipients  Aged   16-21  1,000 

Total  36,600 

With  disability  (2,196) 

Working  more  than  30  hours  (500) 

Mandatory  Registrants  33,904 

Voluntary  Registrants  6,000 

TOTAL  REGISTRANTS  39,904 

WORK  AND  TRAINING  PROGRAM  DELIVERY  SYSTEM 


The  Work  and  Training  Program  Delivery  System  encompasses  four  stages: 
intake,  job  diversion,  job  search,  and  a  final  stage  which  comprises  a 
range  of  optional  activities,  including  training,  work  experience,  and 
supported  work.  Participants  move  through  each  stage  of  the  delivery 
system  in  sequence  until  they  gain  the  skills  and  experience  necessary 
to  enter  unsubsidized  employment.  The  more  intensive  strategies  of 
employment  assistance  such  as  supported  work  and  training  are  placed 
near  the  end  of  the  Delivery  System  to  ensure  that  other  strategies  with 
a  lower  cost-per-person,  such  as  supervised  job  search,  are  used,  by 
those  welfare  recipients  who  can  be  helped  into  unsubsidized  employment 
with  relatively  low  degrees  of  support.  Thus,  after  going  through 
intake  and  appraisal,  a  recipient  moves  to  the  job  diversion  activity, 
and  thereafter  to  supervised  job  search.  If  a  recipient  is  unsuccessful 
in  locating  employment  through  either  Job  Diversion  or  Job  Search,  they 
may  participate  in  one  of  the  voluntary  activities.  Options  available 
to  the  recipient  include  supported  work,  Displaced  Homemakers  Workshops, 
work  experience  through  the  Commonwealth  Service  Corps,  and  skills 
training  provided  by  either  the  Community  College  system  or  through 
other  training  programs  developed  specifically  for  WTP.  If  the  recip- 
ient chooses  not  to  enter  one  of  these  voluntary  components,  or  upon 
completion  of  a  voluntary  activity,  the  recipient  returns  to  Job  Search. 
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Intake  and  Appraisal 

During  intake  and  appraisal,  a  recipient  or  applicant  is  registered  for 
WTP  and  an  assessment  is  made  of  the  recipient's  employability  status. 
The  educational  and  work  histories  of  the  client  are  determined,  as  are 
the  barriers  to  employment  such  as  a  medical  disability  or  the  need  for 
child  care.  This  function  is  performed  by  the  Department's  case  workers 
at  the  local  welfare  office.  If  the  registrant  is  certified  employment 
ready  at  that  time,  he  or  she  moves  to  the  next  WTP  component,  Job 
Diversion. 


Job  Diversion 

In  this  phase  of  the  delivery  system,  WTP  field  staff  match  the  par- 
ticipant with  appropriate  job  openings  currently  available  in  the  WTP 
Job  Bank.  This  Job  Bank  is  continually  updated  by  the  Department's 
twelve  Job  Developers  who  work  closely  with  the  private  and  public  sec- 
tors to  locate  employment  opportunities  for  the  AFDC  population.  To 
date,  these  Job  Developers  have  already  supplied  the  Job  Bank  with  close 
to  6,000  job  openings  for  WTP  participants.  The  WTP  participant  is 
given  ten  days  to  apply  for  up  to  four  of  the  jobs  provided  through  the 
Job  Bank  which  suit  his  skills.  If  the  participant  is  unsuccessful  in 
obtaining  a  job  during  the  Job  Diversion  activity,  he  or  she  is  referred 
to  the  Job  Search  component. 


Job  Search 

The  Job  Search  component,  which  is  administered  by  the  Division  of 
Employment  Security,  offers  the  participant  the  guidance,  supervision 
and  support  that  may  be  needed  to  complete  a  successful  job  search  in 
the  community.  Two  models  for  job  search  are  used:  Job  Clubs  -and 
Individual  Job  Search,  both  of  which  are  five  weeks  in  duration.  Job 
Clubs  provide  an  intensive  group  process  approach  to  teaching  effective 
job  finding  techniques.  The  support  provided  by  the  group,  in  conjunc- 
tion with  the  supervision  offered  by  the  group  leader,  provide  the  re- 
cipient with  the  structure  and  motivation  needed  to  keep  looking  for  a 
job  day  after  day.  This  form  of  Job  Search  has  been  highly  effective, 
both  nationally  and  within  Massachusetts,  in  helping  individuals  to  find 
jobs.  DES  plans  to  have  thirty-eight  Job  Clubs  fully  operational  during 
FY83,  with  each  Job  Club  able  to  serve  twelve  to  fifteen  participants  at 
a  time.  For  those  recipients  who  choose  not  to  take  part  in  a  group 
process,  an  Individual  Job  Search  model  is  offered.  This  model  is  less 
intensive  and  provides  less  guidance,  but  the  individual  nevertheless 
must  make  a  specified  number  of  job  contacts  and  must  report  to  their 
Job  Search  Counselor  twice  each  week. 

Participants  in  both  the  Job  Club  and  Individual  Job  Search  models  must 
engage  in  job  search  activities  for  up  to  fifty  hours  a  week  and  com- 
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plete  an  average  of  four  job  contacts  or  two  job  interviews  for  every 
eight  hours  of  participation.  The  participant  is  responsible  for  main- 
taining a  record  of  job  contacts  and  interviews  and  must  present  this 
information  to  the  Job  Search  counselor. 

During  the  first  three  months  of  the  Work  and  Training  Program,  the  Job 
Search  component  already  has  proven  to  be  highly  successful  in  placing 
recipients  in  jobs.  During  that  period  of  time,  1,067  AFDC  recipients 
completed  the  Job  Search  component,  and  of  these,  506  participants,  or 
47%  of  the  total,  located  jobs. 


Voluntary  Components 

Those  WTP  participants  who  are  not  able  to  locate  a  job  during  the  five 
week  job  search  may  then  elect  to  enter  one  of  the  voluntary  components: 
supported  work,  training,  Commonwealth  Service  Corps,  or  the  Disabled 
Homemakers  Program.  Participation  in  these  activities  enables  partici- 
pants to  acquire  the  work  experience,  job  skills,  and  support  services 
needed  to  make  them  more  employable. 


Supported  Work 

Supported  work  is  a  highly  supervised  on-the-job  training  program.  The 
program  is  geared  toward  recipients  with  the  greatest  number  of  barriers 
to  employment  —  not  only  the  lack  of  job  skills,  but  the  lack  of  appro- 
priate work  habits,  attitudes  and  confidence  in  their  ability  to  work. 
Through  the  supported  work  program,  recipients  are  placed  in  entry  level 
positions  in  private  companies  where  they  are  trained  and  supervised  by 
the  supported  work  supervisor  in  cooperation  with  company  staff.  The 
participants  are  not  employees  of  the  company  during  the  program,  but 
they  do  receive  a  wage  which  starts  at  the  minimum  and  increases  accord- 
ing to  performance  on  the  job.  Participants  are  also  eligible  for  a 
weekly  bonus  based  on  such  criteria  as  attendance  and  productivity. 

Throughout  the  time  that  a  person  participates  in  the  program,  the  sup- 
ported work  supervisor  not  only  provides  training  but  also  reinforces 
positive  work  habits,  constructive  attitudes  and  behavior  appropriate  to 
the  job.  This  on-site  supervision  allows  for  flexibility  in  the  way 
workloads  are  assigned  and  demands  are  placed  upon  recipients.  At  first 
the  demands  are  modest,  but  they  are  gradually  increased.  Supported 
work  also  relies  upon  peer  support  to  ease  the  adjustment  to  the  work- 
place through  regular  meetings  of  the  crews  at  each  worksite.  Such  a 
system  of  positive  reinforcement,  graduated  expectations,  and  peer  sup- 
port allows  participants  with  little  or  no  previous  work  history  to 
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SUPPORTED  WORK 

Total  Number  of  Clients 
Completing  Component  =  59  (100%) 


CLIENTS  ENTERING 
EMPLOYMENT  (38) 
64.0% 


JOB  SEARCH 

Total  Number  of  Clients 
Completing  Component  -  1,068  (100%) 


CLIENTS  ENTERING 
EMPLOYMENT  (506) 
47.0°* 
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adjust  successfully  to  the  workplace.  On  average,  60%  of  all  supported 
work  participants  obtain  unsubsidized  employment,  generally  with  the 
private  company  where  they  were  trained  and  supervised. 

Firms  participating  in  the  supported  work  program  also  benefit  from  the 
program.  By  having  supported  work  participants  who  are  being  trained  in 
their  company,  they  have  ready  access  to  potential  employees  when  new 
positions  open  up,  which  saves  them  the  time  and  expense  involved  in 
looking  for  personnel.  Moreover,  once  hired,  supported  work  graduates 
have  a  much  lower  turnover  rate  than  the  average  for  entry-level  posi- 
tions, which  results  in  further  cost  savings  to  the  firm.  The  hiring  of 
support  work  graduates  also  reduces  the  amount  of  training  that  the  firm 
must  provide  with  its  own  resources,  since  the  worker  has  already  had 
extensive  training  during  his  supported  work  placement. 

The  cost  of  placing  a  person  in  supported  work  is  $4,615.  Thirty-eight 
percent  of  this  cost  represent  the  administrative  expenditures  asso- 
ciated with  supported  work,  while  62%  is  for  the  wages  paid  to  the  par- 
ticipant in  lieu  of  the  AFDC  grant.  The  private  company  funds  25%  of 
the  cost  and  the  public  sector  funds  the  remaining  75%.  A  portion  of 
the  public  sector  funding,  comes  from  the  diversion  of  AFDC  savings.  As 
supported  work  participants'  wages  increase,  their  AFDC  cash  assistance 
decreases.  These  savings  are  then  used  to  fund  the  administration  of 
the  supported  work  program. 


SOURCES  OF  FUNDING  FOR  SUPPORTED  WORK 

Private  Sector  Expenditures  $1,154  25% 

Public  Sector  Expenditures 

--  Up-Front  Funding  $2,961  64% 

—  Diversion  of  AFDC  Grant  $  500  11% 

COST  PER  PARTICIPANT  $4,615  100% 


At  the  start  of  FY83,  the  Department  had  359  AFDC  recipients  placed  in 
supported  work  in  such  firms  as  General  Telephone  and  Electronics, 
DataCom,  Microwave,  and  Blue  Cross/Blue  Shield.  Supported  work  place- 
ments have  also  been  developed  in  hospitals  and  banks  throughout  the 
state.  Depending  on  where  they  are  placed,  participants  receive 
training  in  one  of  a  variety  of  job  skills  including  word  processing, 
electronics  assembly,  food  services,  machine  operation,  data  entry  and 
other  clerical  skills.  Of  the  359  AFDC  recipients  in  supported  work 
slots  during  the  last  quarter  of  FY82,  59  terminated  from  the  program, 
38  of  whom  entered  employment.  This  translates  into  a  64%  success  rate 
for  the  placement  of  supported  work  participants  in  jobs,  with  FY83 
placement  rates  expected  to  continue  at  such  high  levels. 
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Training 

While  supported  work  has  proven  successful  in  helping  individuals  with 
the  greatest  barriers  to  employment  overcome  these  barriers  and  find 
work,  such  an  intensive  program  geared  toward  placement  in  entry  level 
jobs  is  inappropriate  for  a  large  segment  of  the  AFDC  population. 
Nearly  half  of  all  female-headed  households  in  Massachusetts  are  on  the 
AFDC  caseload.  Many  of  these  women  have  the  potential  to  work  in 
highly-paid  skilled  labor  occupations,  but  lack  the  training  needed  to 
move  into  such  jobs.  With  limited  skills,  their  job  options  are  re- 
stricted to  those  with  low  earnings,  making  it  difficult  to  support 
their  families.  As  a  consequence,  many  of  these  women  turn  to  public 
assistance  for  support. 

To  assist  these  women  in  moving  into  occupations  that  will  allow  them  to 
adequately  provide  for  their  families,  the  Work  and  Training  Program  is 
developing  skills  training  programs  that  focus  on  occupations  with  high 
income  potential  and  with  projected  employment  growth  in  Massachusetts 
in  the  coming  years.  The  Department  has  just  completed  an  analysis  of 
labor  demand  in  the  Massachusetts  economy,  and  is  in  the  process  of 
implementing  training  programs  for  occupations  that  promise  to  be  in 
high  demand  during  the  upcoming  years,  including  electronics,  nursing, 
data  processing,  and  computer  programming.  By  training  women  in  these 
fields,  they  will  be  able  to  enter  occupations  that  provide  an  adequate 
family  income.  This  is  especially  important  now,  as  the  number  of  women 
who  find  themselves  as  the  head  of  their  household  increases  from  year 
to  year.  Without  marketable  skills,  these  women  will  likely  rely  on 
public  assistance  to  provide  for  their  family's  basic  needs. 

Participants  in  the  Work  and  Training  Program  can  obtain  specialized  job 
skills  training  in  a  variety  of  settings.  Under  an  inter-agency  agree- 
ment between  the  Department  of  Public  Welfare  and  the  Massachusetts 
Board  of  Regents  of  Higher  Education,  AFDC  recipients  will  be  able'  to 
take  up  to  two  community  college  courses  that  teach  skills  required  in 
such  high  need  occupations  as  health  care,  high  technology,  secretarial, 
selected  human  services,  and  business.  Secondly,  the  Department  is  in 
the  process  of  contracting  with  a  wide  range  of  public  and  private  non- 
profit institutions  to  provide  training  to  AFDC  recipients.  Already 
being  developed  at  this  time  are  programs  to  train  electronic  assem- 
blers, computer  programmers,  medical  secretaries,  draftsmen,  machine 
operators,  and  LPN's.  The  Department  is  also  planning  to  work  with  the 
private  sector  to  develop  industry-sponsored  training  programs  in  high 
need  occupations. 

Many  AFDC  recipients  also  require  basic  skills  or  English  language 
training  before  they  can  enter  vocational  training  or  employment. 
Almost  half  of  the  AFDC  recipients  lack  a  high  school  diploma.  In  order 
to  insure  that  those  who  need  these  basic  skills  receive  them,  the 
Department  is  providing  courses  in  Adult  Basic  Education  and  English  as 
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a  second  language  as  well  as  courses  that  lead  to  a  General  Education 
Degree.  These  courses  will  be  available  through  the  community  college 
system,  and  through  the  sixty  federally  funded  Adult  Learning  Centers 
located  throughout  the  state. 

All  AFDC  recipients  who  are  unsuccessful  in  locating  employment  through 
the  Job  search  component  may  enroll  in  any  of  the  WTP  training  programs. 
A  recipient  choosing  to  take  this  option  meets  with  their  WTP  worker 
during  reappraisal,  and  together  they  fill  out  an  employment  plan  for 
the  recipient.  The  WTP  worker  then  assigns  the  recipient  to  the  most 
appropriate  training  activity  offered  by  the  Department,  and  informs  the 
client  of  other  training  programs  in  the  state  that  fit  the  client's 
employment  plan.  The  WTP  worker  has  access  to  this  information  through 
the  Directory  of  Selected  Occupations  and  Training  Programs  in  Massa- 
chusetts, a  statewide  training  resource  directory  developed  specifically 
for  the  Work  and  Training  Program.  This  Directory  provides  information 
on  the  kinds  of  coursework  and  duration  of  training  that  is  needed  to 
achieve  specific  employment  goals  that  take  no  more  than  two  years  of 
coursework  to  achieve.  Institutions  in  the  state  that  provide  the 
appropriate  training  are  also  listed. 

WTP-sponsored  training  through  the  community  college  system  is  also 
available  to  those  people  who  have  lost  their  AFDC  eligibility  because 
they  are  now  working.  Community  College  training  is  provided  to  this 
group  to  allow  them  to  acquire  the  skills  they  need  to  advance  to  better 
paying  jobs,  and  thereby  achieve  long-term  independence  from  public 
assitance.  Under  the  Work  and  Training  Program,  all  former  AFDC  recip- 
ients who  are  now  working  are  eligible  for  a  Career  Education  Incentive 
grant  for  up  to  one  year  after  their  cases  have  closed  off  AFDC.  This 
grant  allows  them  to  take  up  to  two  Department-approved  community  col- 
lege courses  in  fields  that  lead  to  high  growth/high  income  potential 
occupations.  To  encourage  this  career  ladder  approach  to  expanding  an 
AFDC  recipient's  employment  options,  the  Department  informs  all  AFDC 
recipients  at  the  time  of  initial  appraisal  that  these  training  oppor- 
tunities will  be  available  to  them  once  they  locate  employment. 


Commonwealth  Service  Corps 

For  those  individuals  who  choose  to  acquire  work  experience,  the  Work 
and  Training  Program  offers  a  range  of  alternatives  in  both  public  and 
private  nonprofit  organizations  through  the  Commonwealth  Service  Corps. 
For  a  large  segment  of  the  AFDC  population,  this  kind  of  preparation  for 
unsubsidized  employment  is  crucial.  A  1979  study  of  AFDC  recipient 
characteristics  showed  that  nearly  half  of  the  AFDC  population  had  not 
worked  for  more  than  four  years.  This  lack  of  work  experience  Is  a 
major  barrier  to  future  employment.  Participation  in  the  Comonwealth 
Service  Corps  provides  such  individuals  with  the  work  experience  they 
currently  lack.   Participants  enroll  in  the  program  for  nine  months  at  a 
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time  and  receive  a  $110/month  stipend  to  cover  out-of-pocket  expenses. 
While  integration  of  this  component  into  WTP  is  just  getting  underway  at 
this  time,  the  Commonwealth  Service  Corps  itself  has  been  in  existence 
since  1964  and  has  proven  so  successful  that  a  similar  program  has  been 
established  to  offer  such  internships  to  the  elderly. 


Displaced  Homemakers  Program 

Every  year,  more  than  3,000  women  lose  their  AFDC  benefits  as  their 
children  reach  adulthood.  Other  mothers  who  are  still  eligible  for  AFDC 
are  each  year  getting  closer  to  the  time  when  they  will  lose  their  eli- 
gibility. Many  of  these  women  have  not  been  in  the  work  force  for  many 
years  and  therefore  are  likely  to  lack  marketable  job  skills,  work  ex- 
perience, and  job  search  skills.  Moreover,  because  of  their  lack  of 
familiarity  with  the  working  world,  they  often  are  fearful  of  entering 
the  work  force,  viewing  themselves  as  incapable  of  performing  in  a  work 
environment  after  years  in  the  home. 

However,  because  these  women  will  lose  their  means  of  support  once  their 
youngest  child  turns  eighteen,  they  must  learn  to  adjust  to  their  new 
circumstances  and  become  capable  of  re-entering  the  work  force.  The 
Displaced  Homemakers  Program  provides  the  counselling  and  support  serv- 
ices needed  by  older  women  making  this  difficult  transition.  The  pro- 
gram also  offers  specialized  job  skills  training  workshops  and  provides 
a  clearinghouse  for  job  opportunities  and  other  training  programs  rele- 
vant to  this  population. 


DAYCARE 

As  parents  with  preschool  children  are  not  required  to  participate  in 
WTP,  those  participants  who  do  need  child  care  need  it  primarily  for 
afterschool  hours.  To  meet  this  need,  the  Department  of  Social  Services 
has  implemented  a  $3.4  million  voucher  day  care  system  targeted  to  WTP 
participants  and  those  people  who  have  gotten  jobs  and  gone  off  AFDC. 
Under  the  voucher  system,  the  parent  can  select  day  care  in  any  con- 
veniently located  licensed  day  care  center  or  registered  family  day  care 
home.  Such  a  system  also  provides  maximum  flexibility  to  ensure  the 
availability  of  day  care  starting  at  any  time  of  year  and  to  provide  the 
kind  of  care  that  is  most  appropriate  for  the  age  of  the  child.  Fees 
are  charged  to  recipients  in  accordance  with  sliding  fee  scale  stan- 
dards. 
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FY83  DEVELOPMENTS 

During  the  first  six  months  of  FY83,  the  Department  plans  to  complete 
the  phasing  in  of  all  mandatory  WTP  registrants  living  in  areas  covered 
by  a  WTP  site.  The  sixteen  WTP  sites,  accomodating  80%  of  the  AFDC  pop- 
ulation, will  provide  intake,  appraisal  and  job  diversion  activities. 

The  Department  will  have  thirty-eight  Job  Clubs,  serving  9,600  recip- 
ients on  an  annual  basis,  and  twice  as  many  in  Individual  Job  Search. 
The  Department  also  plans  to  have  developed  667  supported  work  slots, 
which  will  enable  1,667  AFDC  recipients  to  participate  in  the  program  on 
an  annual  basis,  and  sufficient  community  college  course  offerings  to 
provide  4,000  recipients  with  up  to  two  courses  for  the  year.  Con- 
tracted training  programs,  while  still  in  the  developmental  phase, 
should  be  in  place  by  the  third  quarter  of  FY83  and  these  should  offer 
additional  training  opportunities  to  400  AFDC  recipients.  Finally, 
Commonwealth  Services  Corps  has  slots  for  300  participants,  while  the 
Displaced  Homemakers  Program  is  expected  to  provide  services  to  400 
women.  These  components  of  the  delivery  system  are  expected  to  result 
in  9,000  recipients  entering  employment  during  FY83. 

The  cost  of  maintaining  the  Work  and  Training  Program  at  this  level  of 
operation  totals  $19.2  million  for  FY83.  Of  the  total,  $8.7  million 
will  be  expended  on  WTP  activities  administered  directly  by  the  Depart- 
ment of  Public  Welfare  and  funded  through  the  Work  and  Training  account. 
This  funding  is  made  available  through  two  sources:  The  $7.2  million 
FY83  State  Budget  appropriation  for  the  account,  and  an  additional  $1.5 
million  through  a  FY82  supplemental  appropriation  for  WTP.  Because  this 
supplemental  budget  was  passed  so  late  in  FY82,  language  was  included 
allowing  any  unspent  funds  to  be  used  in  FY83.  In  fact,  none  of  the 
appropriation  was  spent  in  FY82  and  the  full  amount  was  carried  into 
FY83.  The  remaining  $10.5  million  of  the  total  FY83  cost  of  WTP  will  be 
expended  by  the  other  agencies  administering  WTP  activities.  These  are 
listed  on  the  following  table. 
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DISTRIBUTION  OF  WTP  FUNDING  BY  AGENCY 


Agency 

Department  of 

Public  Welfare 


Department  of 

Social  Services 


WTP  Component 


Voucher  Day  Care 


FY83  Cost 


$8.7M 


$3.4M 


Funding 
Source 

FY83  Budget  ($7.2M) 
FY82  Sup.  Budget 
($1.5M) 

FY83  Budget  ($1.9M) 
FY82  Sup.  Budget 
($1.5M) 


Board  of  Regents  of 
Higher  Education 

Executive  Office  of 
Manpower  Affairs 

Bay  State  Skills 
Corporation 

Division  of  Employ- 
ment Security 


Community  College 
Training 


Displaced 

Homemakers 

Job   Search 


$1.0M  FY82    Sup.    Budget 


Commonwealth  Service     $    .4M 
Corps 


FY82   Sup.    Budget 


$    .1M  FY82    Sup.    Budget 


$5.4M         Federal  WIN  Funding 


As  can  be  seen  from  the  table,  $5.4  million  of  the  total  cost  will  be 
funded  directly  with  federal  monies  awarded  through  the  WIN  Program.  In 
addition,  another  $7.1  million  in  federal  funding  will  be  available  for 
reimbursement  of  state-funded  expenditures.  Thus,  total  federal  funding 
for  WTP  amounts  to  $12.5  million  for  FY83,  bringing  the  net  state  cost 
to  $6.7  million. 


FY84  REQUEST 

The  Department  is  requesting  $7,658  million  in  expansion  funding  for  its 
Work  and  Training  account  for  FY84.  This  expansion  is  requested  to 
enable  the  program  to  cover  all  parts  of  the  state,  to  provide  suffi- 
cient training  to  meet  the  needs  of  all  recipients  who  could  become  self- 
sufficient  if  provided  with  this  kind  of  employment  assistance,  and  to 
support  the  management  and  systems  capacity  necessary  for  the  efficient 


Intake  and  Appraisal,  Job  Diversion,  Training,  Supported  Work,  as 
well  as  general  administration  and  coordination  of  all  components. 


-89- 


operation  of  the  program.   The  expansion  request  includes  the  following 
components. 

o  $243,000  for  the  statewide  expansion  of  WTP  sites  where  intake, 
appraisal,  and  job  diversion  take  place.  The  WTP  sites  currently 
in  operation  cover  a  large  part  of  the  state,  but  many  areas, 
including  Framingham,  Taunton,  Greenfield,  Norwood,  Wo burn  and 
Waltham  are  not  yet  being  served.  The  Department  is  therefore 
requesting  twenty  new  WTP  worker  positions  to  staff  WTP  sites  in 
these  as  yet  uncovered  areas. 

o  $1.2  million  for  the  statewide  expansion  of  Job  Clubs.  With 
thirty-eight  Job  Clubs  supporting  80%  of  the  state's  AFDC  caseload 
currently,  another  ten  Job  Clubs  are  needed  to  cover  those  areas 
without  Job  Search  activities  at  this  time. 

o  $2.5  million  for  the  statewide  expansion  of  the  Supported  Work 
Program.  This  level  of  funding  allows  the  development  of  Sup- 
ported Work  Programs  in  such  areas  as  Brockton,  Northampton  and 
Lawrence,  which  do  not  as  yet  have  such  programs,  and  will  in- 
crease the  number  of  funded  supported  work  placements  from  1,667 
in  FY83  to  2,500  in  FY84. 

o  $400,000  for  expansion  in  the  Displaced  Homemakers  Program.  The 
current  program,  administered  by  the  Bay  State  Skills  Corporation, 
is  located  in  only  one  region.  The  $400,000  requested  in  this 
account  will  enable  the  department  to  expand  the  program  to  the 
other  four  regions  of  the  state. 

o  $3.2  million  for  the  Training  component,  so  that  full  year  funding 
for  skills  training  programs  being  developed  in  FY83  will  be 
available  in  FY84. 

o  $81,000  is  requested  to  staff  the  Work  and  Training  Program  at  a 
level  that  ensures  proper  management  and  control  of  the  delivery 
system.  Three  project  directors  are  being  requested,  one  each  to 
manage  the  Job  Search,  Supported  Work  and  Training  components.  A 
project  assistant  position  is  also  requested  for  the  Supported 
Work  component  to  monitor  contracts  with  providers  of  supported 
work  for  fiscal  and  programmatic  compliance. 

o  $33,867  for  the  WTP  Management  Information  System  to  fund  three 
terminals,  two  printers  and  ancillary  equipment.  This  equipment 
is  needed  to  provide  program  managers  access  to  WTP  participant 
data  on  the  WTP  computer  file  for  program  monitoring,  needs 
assessment  and  program  planning  purposes. 

While  the  Department  is  requesting  $7.6  million  for  expansion  of  the 
Work  and  Training  Program,  the  FY84  total  funding  request  for  the  Work 
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and  Training  account,  at  $21.7  million,  is  $13  million  greater  than  the 
FY83  appropriation.*  The  $5.4  million  difference  represents  the  cost  of 
Job  Clubs  funded  directly  with  federal  WIN  monies  in  FY83.  In  FY84  the 
Department  is  requesting  a  state  appropriation  for  Job  Clubs,  with  all 
federal  funding  going  to  the  general  fund  as  reimbursement  for  state 
program  costs.  Under  the  current  system,  in  which  all  expenditures  for 
Job  Search  are  paid  directly  with  federal  funds,  the  Department  must 
wait  until  the  beginning  of  the  federal  fiscal  year  —  which  is  three 
months  into  the  state's  fiscal  year  —  to  ascertain  how  much  funding 
will  be  available  for  the  Job  Search  component.  This  makes  it  impos- 
sible for  the  Department  to  do  program  planning  until  well  into  the 
state's  fiscal  year.  The  Department  is  therefore  requesting  sufficient 
state  funding  for  FY84  to  cover  the  cost  of  all  WTP  expenditures  through 
the  state  appropriation,  with  all  federal  funding  going  toward  reimbur- 
sement of  these  state  expenditures.  Thus,  while  the  FY84  request  is  $13 
million  greater  than  the  FY83  appropriation,  only  $7.6  million  repre- 
sents an  actual  increase  in  net  state  cost,  as  the  remaining  $5.4 
million  increase  will  be  reimbursed  in  full  by  the  federal  government. 


*  Including  the  $1.5  million  from  the  FY82  supplemental  appropriations 
which  was  carried  into  FY83. 
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CHILD  SUPPORT  ENFORCEMENT  UNIT  (4400-1004) 


FY81        FY82        FY83        FY84 


EXPENDITURES/ 

APPROPRIATION         5,122,068   5,047,257   6,370,553    7,513,000 

DOLLARS  COLLECTED     36,467,000  40,367,460  46,000,000*  50,000,000* 


DESCRIPTION 

The  majority  (78%)  of  the  95,000  families  receiving  AFDC  benefits  are 
eligible  for  welfare  by  virtue  of  the  continued  absence  of  one  of  the 
parents.  The  problems  faced  by  these  families  frequently  are  quite 
severe.  With  young  children,  and  no  spouse  to  help  with  child  care,  a 
single  parent  is  often  hard  pressed  to  find  a  job  with  a  salary  that  is 
adequate  to  support  a  family.  However,  as  rising  divorce  and  illegiti- 
macy rates  cause  the  number  of  single-parent  families  to  grow  each  year, 
the  state  is  faced  with  the  cost  of  providing  financial  aid  to  increas- 
ing numbers  of  single-parent  families.  In  order  to  defray  this  cost  to 
the  public  and  to  offer  a  more  comprehensive  solution  to  the  growing 
problem  of  single  parent  families,  Congress  enacted  a  law  in  1975 
requiring  states  to  establish  a  Child  Support  program.  Massachusetts, 
however,  had  already  established  a  Child  Support  Enforcement  Unit  in 
1970  and  began  to  receive  federal  reimbursement  for  a  portion  of  the 
program's  expenditures  in  1975. 

The  Child  Support  Enforcement  Unit  works  with  single-parent  families  in 
the  Commonwealth  to  locate  the  absent  parent,  to  establish  voluntary  or 
court-ordered  support  agreements,  and  to  ensure  that  payments  owed 
through  these  agreements  are  paid  on  a  regular  and  reliable  basis.  In 
many  cases  the  assurance  of  regular  child  support  payments  is  sufficient 
to  keep  a  family  from  becoming  dependent  on  welfare  assistance.  But  in 
cases  where  a  family  is  already  receiving  AFDC  benefits,  child  support 
payments  help  to  defray  the  state  cost  of  supporting  these  families. 


*  Projected  Collections. 
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A  condition  of  AFDC  eligibility  is  that  the  families  assign  to  the 
Department  their  rights  to  child  support  payments  while  they  are 
receiving  AFDC.  These  families  then  receive  the  standard  monthly  AFDC 
grant  regardless  of  any  support  payments  made  on  their  behalf.  This 
system  ensures  that  the  AFDC  parent  will  receive  regular  checks  from  the 
Department  rather  than  being  dependent  on  often  sporadic  support 
payments  from  the  absent  parent.  If  the  support  payments  exceed  the 
monthly  grant,  the  parent  can  choose  to  go  off  AFDC  and  receive  the 
child  support  payments  directly. 

The  payments  made  by  absent  parents  to  defray  the  cost  of  AFDC  benefits 
provided  to  their  families  constitute  the  Child  Support  Collections. 
These  revenues,  which  totalled  $40  million  in  FY82,  are  then  divided  be- 
tween the  state  and  federal  government,  with  the  state  retaining  62%  of 
the  collections  and  returning  38%  to  the  federal  government.  While 
Massachusetts  expenditures  on  the  Child  Support  Enforcement  Unit 
amounted  to  2%  of  the  total  national  child  support  enforcement  expen- 
ditures, Massachusetts  child  support  collections  accounted  for  17%  of 
the  total  national  child  support  collections  in  1981. 


THE  MASSACHUSETTS  CHILD  SUPPORT  ENFORCEMENT  UNIT 

Massachusetts  has  the  second  most  cost-effective  child  support  program 
in  the  nation.  In  FY82  Massachusetts  child  support  collections  totalled 
$40.4  million,  an  11.4%  increase  over  the  $36  million  collected  in  FY81. 
But  expenditures  for  the  Child  Support  Unit  in  FY82  were  only  $5  mil- 
lion. Thus  for  every  one  dollar  spent  on  the  Child  Support  Enforcement 
Unit,  seven  dollars  and  ninety-four  cents  is  collected.  Moreover,  due 
to  a  very  high  rate  of  federal  reimbursement  for  Child  Support  expen- 
ditures, 75%,  and  a  generous  arrangement  on  collections  where  the  state 
gets  to  keep  62%  of  all  collections,  the  state  return  per  state  dollar 
invested  is  substantially  higher.  In  FY82,  looking  only  at  state  dol- 
lars spent  by  the  Department,  more  than  $19.23  was  collected  and 
retained  by  the  Commonwealth  for  every  dollar  spent  on  Child  Support,  a 
1,823%  return  on  investment.  The  chart  on  the  next  page  shows  the  com- 
parison of  total  Child  Support  expenditures  versus  total  revenues  col- 
lected, as  well  as  the  state  share  of  expenditures  versus  the  state 
share  of   collections. 
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MASSACHUSETTS  CHILD  SUPPORT  ENFORCEMENT  UNIT 
Revenue  Collected  vs,  Expenditures 
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*  INCLUDES  $900,000  SPENT  FOR  MODEL  II  DEVELOPMENT 
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In  FY83  and  FY84  the  collection  goals  for  AFDC  cases  have  been  set  at 
$46  million  and  $50  million  respectively.  While  these  are  aggressive 
goals,  it  should  be  noted  that  collections  of  this  magnitude  represent 
only  a  fraction  of  the  potential  that  exists.  $441  million  will  be  paid 
in  AFDC  benefits  in  FY83,  and  of  this  amount  70%  is  for  cases  in  which 
there  are  absent  parents  who  are  financially  capable  of  providing  sup- 
port. Thus,  there  is  the  potential  for  at  least  $308  million  in  collec- 
tions. This  goal,  however,  is  not  realistic  because  the  monthly  support 
order  established  in  voluntary  agreements  and  in  the  courts  for  an 
absent  parent  is  generally  lower  than  the  benefit  levels  paid  by  the 
AFDC  program  to  support  the  family.  The  average  monthly  support  order 
for  AFDC  cases  established  in  District  Courts  is  $118,  in  Probate  Courts 
the  average  is  $153  and  for  voluntary  agreements  the  average  is  $97  a 
month.   The  AFDC  grant,  however,  averages  $349  a  month. 


As  the  following  chart  shows,  an  absent  father  earning  $18,000  a  year 
would  contribute  on  average  only  8  -  10%  of  his  income  in  child  sup- 
port, while  the  AFDC  grant  represents  23%  of  his  income. 


DISPARITY  BETWEEN  CHILD  SUPPORT  AND  AFDC  GRANT  FOR  AN  ABSENT 

FATHER  EARNING  $18,000  A  YEAR1 


COURT 


AVERAGE  MONTHLY 
SUPPORT  ORDERED 


PERCENT  OF 

FATHER' S 

INCOME 


MONTHLY 
AFDC 
GRANT 


PERCENT  OF 

FATHER' S 

INCOME 


PROBATE 
DISTRICT 


$153 
$118 


10% 


$349 
$349 


23% 


Because  of  this  disparity  and  the  fact  that  neither  the  courts  nor  the 
Department  will  seek  child  support  unless  the  absent  father  is  earning 
$6,500  or  more  a  year,  a  more  reasonable  estimate  of  potential  child 
support  collection  is  $119  million. 

To  summarize,  the  Department's  Child  Support  Enforcement  Unit  is  very 
effective,  as  indicated  by  the  1,823%  return  on  each  state  dollar 
invested.  Even  so,  the  FY84  collections  goal  represents  only  part  of 
the  potential  for  Child  Support  collections.  While  people  often  think 
the  Department  should  be  able  to  collect  on  all  benefits  paid  to  the 
families  of  absent  fathers  who  can  afford  to  support  them,  this  goal  is 


1  June  1982  data. 
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not  a  realistic  one  because  support  levels  ordered  by  the  courts  and 
obtained  through  voluntary  agreement  are  quite  small.  A  more  realistic 
estimate  of  the  potential  for  collections  is  $119  million.  There  are, 
however,  a  variety  of  obstacles  which  so  far  have  prevented  the  Depart- 
ment from  attaining  even  the  $119  million  goal,  a  goal  which,  at  least 
theoretically,  is  within  its  reach. 


The  Process  of  Establishing  Child  Support  Obligations 

Eighty-three  percent  of  the  cases  that  are  referred  from  the  AFDC  worker 
to  the  local  Child  Support  Enforcement  Unit  do  not  have  child  support 
orders.  The  first  step  in  these  cases  is  to  establish  a  child  support 
agreement  with  the  absent  parent  to  support  his  family.  These  can  be 
voluntary  agreements  made  in  the  local  office  or,  if  necessary,  they  can 
be  ordered  by  either  the  Probate  or  District  Courts.  Generally  if  the 
parents  were  married  at  the  time  the  child  was  born  and  have  since  been 
divorced,  the  case  can  be  referred  to  one  of  the  13  Probate  Courts  where 
a  support  order  can  be  established  as  part  of  the  divorce  settlement. 
If  the  parents  were  never  married,  or  if  one  parent  left  the  home  with- 
out any  divorce  proceedings,  the  Child  Support  Unit  can  pursue  one  of 
two  courses.  If  the  absent  parent  agrees  to  sign  a  voluntary  support 
agreement  and  proceeds  to  pay  regularly,  then  the  support  agreement  can 
be  left  on  a  voluntary  basis  and  will  be  monitored  by  the  local  Child 
Support  office.  However,  not  all  voluntary  support  agreements  are 
legally  enforceable  in  Massachusetts.  Therefore,  if  the  absent  parent 
refuses  to  make  regular  payments  on  the  voluntary  order,  or  if  the  indi- 
vidual claims  that  he  is  not  the  child's  parent  and  paternity  has  to  be 
adjudicated,  then  a  child  support  enforcement  worker  has  to  take  the 
case  to  District  Court.  A  support  order  that  is  established  by  a 
District  Court  judge  can  be  monitored  either  by  the  District  Court 
Probation  Department  or  by  one  of  the  local  Child  Support  offices,  but 
in  either  case  this  support  order  has  the  advantage  of  being  legally 
enforceable. 

Although  establishing  a  child  support  order  is  a  necessary  first  step  to 
initiating  any  parental  responsibility,  there  are  two  key  obstacles  to 
establishing  child  support  agreements.  In  nearly  two-thirds  of  the 
cases  that  reach  the  local  child  support  office  the  Child  Support  En- 
forcement Unit  has  to  locate  the  absent  parent.  In  many  cases  the  rela- 
tionship between  the  parents  was  terminated  years  ago  and  the  mother  is 
not  able  to  provide  the  Child  Support  Enforcement  Unit  with  information 
regarding  the  father  or  his  current  location.  While  the  Child  Support 
Enforcement  Unit  has  developed  several  standardized  procedures  for 
trying  to  locate  absent  parents,  the  sources  of  information  that  the 
Child  Support  Enforcement  Unit  is  allowed  to  use  under  current  state  law 
are  quite  limited  and  often  are  out  of  date.  In  many  cases  the  Child 
Support  Enforcement  Unit  has  to  wait  more  than  two  months  to  obtain  the 
absent  parent's  social  security  number  from  the  Registry  of  Motor  Vehi- 
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cles.  The  absent  parent's  social  security  number  is  required  before  the 
Child  Support  Enforcement  Unit  can  request  a  current  address  from  fed- 
eral tax  officials.  These  two  steps  can  often  take  up  to  four  months 
and,  since  tax  records  are  generally  one  year  old,  the  Child  Support 
Enforcement  Unit  is  still  not  guaranteed  at  the  end  of  this  wait  of 
having  a  current  address.  The  federal  source,  known  as  Project  419, 
that  gives  states  access  to  identifying  information  from  federal  tax 
forms  is  in  such  high  demand  that  there  is  currently  an  eight-week 
waiting  period  for  this  service.  Given  the  current  restrictions  on 
accessing  information,  49%  of  the  absent  parents  are  never  located. 

A  second  obstacle  to  establishing  child  support  agreements  follows  from 
the  fact  that  42%  of  the  children  receiving  benefits  through  the  AFDC 
program  because  of  the  absence  of  one  of  their  parents,  are  born  out  of 
wedlock.  In  these  cases,  once  the  absent  parent  has  been  located,  pat- 
ernity has  to  be  established  before  support  can  be  required.  If  the 
Child  Support  Unit  has  evidence  proving  that  the  individual  is  indeed 
the  parent  of  the  child,  then  the  absent  parent  is  asked  to  sign  a 
voluntary  acknowledgement  of  paternity  and  a  voluntary  support  agree- 
ment. If  the  absent  parent  refuses  to  sign  either,  then  the  Child 
Support  Enforcement  Unit  must  take  the  case  to  District  Court  to  prove 
paternity.  Only  after  paternity  has  been  adjudicated  can  the  District 
Court  order  the  parent  to  pay  support  and  to  accept  financial  respon- 
sibility for  his  child. 

Proving  paternity  through  the  courts  in  Massachusetts,  however,  is  quite 
difficult.  Existing  state  law  makes  blood  tests  admissible  in  courts 
only  to  exclude  the  paternity  of  the  absent  parent,  but  not  admissible 
by  the  Department  to  prove  paternity.  This  state  law  is  maintained  even 
though  certain  types  of  blood  tests  have  been  found  by  the  U.S.  Depart- 
ment of  Health  and  Human  Services  to  have  a  98%  accuracy  rate.  In  addi- 
tion, if  the  parent  receiving  welfare  benefits  refuses  to  appear  at  the 
paternity  trial  to  identify  the  absent  parent,  many  courts  will  dismiss 
the  case.  Other  courts  will  refuse  to  issue  a  warrant  for  the  witness 
even  though  there  is  not  always  an  incentive  for  the  parent  receiving 
welfare  to  cooperate. 

In  55%  of  the  cases  that  have  no  support  obligation  there  is  a  problem 
which  is  beyond  the  control  of  the  local  office,  in  either  locating  the 
absent  parent  or  proving  paternity,  that  prevents  the  establishment  of  a 
support  agreement.  When  unresolved  paternity  issues  and  problems  of 
location  are  taken  into  account,  the  success  of  the  local  offices  in 
establishing  voluntary  or  court-ordered  child  support  obligations  in- 
creases to  85%  of  all  AFDC  cases  that  are  referred  to  the  local  Child 
Support  Unit. 
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Enforcing  Child  Support  Agreements 

Although  locating  the  absent  parent  and  establishing  voluntary  agree- 
ments or  support  orders  in  court  are  prerequisites  for  Child  Support 
collections,  the  actual  revenue  collected  does  not  increase  unless 
payments  are  regularly  made.  In  FY82,  out  of  approximately  $76.5 
million  that  was  owed  to  the  Department  in  current  monthly  agreements, 
$40  million  in  current  orders  and  past  arrearages  actually  was  paid. 
Historically,  priority  within  the  Child  Support  Enforcement  Unit  has 
been  given  to  opening  new  cases  and  establishing  support  obligations, 
but  early  delinquency  identification  and  effective  enforcement  are  cri- 
tical if  absent  parents  are  to  believe  that  current  payments  are  re- 
quired. 

The  largest  problem  faced  by  the  Child  Support  Enforcement  Unit  is  the 
lack  of  effective  sanctions  that  can  be  used  to  enforce  support  obliga- 
tions. In  many  cases  it  is  the  lack  of  reliable  payment  of  support  that 
forces  families  to  turn  to  the  welfare  system.  In  a  typical  month  only 
36%  of  the  money  from  current  support  obligations  owed  to  the  Department 
is  actually  paid.  As  the  chart  below  shows,  the  percentage  of  monthly 
obligations  paid  by  cases  that  have  court  ordered  support  agreements  is 
only  slightly  higher  than  the  percentage  of  monthly  obligations  paid  by 
cases  that  have  voluntary  agreements. 


FY82  AVERAGE 
MONTHLY  OBLIGATION 
FROM  SUPPORT  ORDERS 


FY82  AVERAGE 
AMOUNT  OF 
CURRENT  OBLIGATIONS 
ACTUALLY  PAID 


PERCENT  OF 
MONTHLY 
OBLIGATIONS 
THAT  ARE  PAID 


PROBATE 
COURT  ORDERS 

DISTRICT 
COURT  ORDERS 

VOLUNTARY 
AGREEMENTS 

TOTAL 


$2,223,319 

1,447,090 

2,705,359 
$6,375,768 


$903,834 

582,620 

834,749 
$2,321,203 


41% 


31% 


36% 


The  Department  has  few  means  available  to  collect  on  voluntary  agree- 
ments, as  voluntary  agreements  are  not  legally  enforceable  in  Massachu- 
setts and  are  admissible  in  court  only  at  the  discretion  of  the  judge. 
The  chart  above  shows  that  voluntary  support  agreements  have  the  lowest 
percent  of  actual  payments  (31%).  However,  since  voluntary  agreements 
have  the  advantage  of  saving  valuable  worker  and  court  time  and  since 
many  individuals  do  pay  money  agreed  to  in  voluntary  orders,  the  Depart- 
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ment  is  requesting  $40,000  in  additional  funds  in  FY84  to  mount  a  for- 
ceful dunning  campaign.  Several  states  have  found  that  sending  out 
monthly  letters  to  individuals  who  owe  money  alerting  them  to  the  amount 
they  owe,  and  the  fact  that  they  will  be  taken  into  court  if  they  do  not 
pay,  produces  desired  results.  In  addition,  pending  successful  imple- 
mentation of  an  effective  automated  system  to  monitor  the  major  child 
support  functions,  a  more  systematic  effort  to  monitor  payments  in  the 
local  office  will  be  established  in  FY83. 

For  the  outstanding  debt  on  court-ordered  support  agreements  more  oppor- 
tunities for  collection  are  available,  as  court-established  support 
orders  are  legally  enforceable.  The  monitoring  and  enforcement  for  a 
large  portion  of  court-ordered  support  payments  are  delegated  by  cooper- 
ative agreement  to  Probate  and  District  Courts  and  the  probation  staffs 
assigned  to  these  courts.  However,  the  performance  of  these  functions 
varies  significantly  from  court  to  court  and  appears  to  depend  upon  the 
priority  placed  on  child  support  by  individual  judges.  A  map  of  Massa- 
chusetts on  the  following  page  shows  the  considerable  variation  in  court 
collections  between  different  regions. 

The  use  of  probation  staff  to  monitor  payments  on  court  support  orders 
reduces  the  number  of  Child  Support  workers  that  are  needed  to  monitor 
orders.  But  in  recent  years,  as  courts  have  become  more  overworked  and 
court  personnel  has  been  reduced,  the  enforcement  of  child  support  or- 
ders has  become  a  lower  priority  for  many  courts.  Since  court  collec- 
tions constitute  such  a  vital  portion  of  child  support  collections 
(64%),  the  child  support  unit  has  placed  some  of  its  staff  in  the  courts 
to  ensure  that  the  staff  and  systems  needed  to  effectively  monitor  Child 
Support  payments  is  present.  As  of  July  1982,  6  Probate  Courts  and  27 
District  Courts  have  been  able  to  lower  the  burden  on  the  probation 
departments  by  direct  placement  of  Child  Support  staff  in  the  courts. 

The  process  of  ensuring  payments  on  court-ordered  child  support  agree- 
ments nonetheless  remains  a  lengthy  and  time-consuming  one.  When  an 
individual  with  a  court-ordered  support  obligation  does  not  pay  for 
three  months,  his  case  is  brought  back  before  the  judge.  Court  delays 
often  mean  that  the  process  of  bringing  a  case  back  to  court  can  take 
several  months.  If  the  individual  does  not  appear  in  court  or  is  not 
prepared,  one  or  more  continuances  are  routinely  granted,  further 
lengthening  the  process.  Finally  if  an  individual  refuses  to  appear,  or 
despite  his  appearance  continues  to  refuse  to  pay,  a  criminal  or  civil 
warrant  for  his  arrest  can  be  issued.  Unfortunately,  at  this  stage 
another  lengthy  delay  can  occur,  as  the  only  people  who  can  serve  arrest 
warrants  are  police  officers  or  individuals  who  have  been  deputized  to 
make  arrests.   For  the  police,  delivering  warrants  on  child  support 
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cases  is  not  a  high  priority,  and  there  are  currently  over  10,000  war- 
rants outstanding  on  child  support  cases.  The  diagram  on  the  following 
page  outlines  the  major  steps  that  have  to  be  taken  in  the  average  child 
support  case,  as  well  as  the  main  obstacles  that  prevent  successful 
completion  of  the  processes  of  adjudicating  paternity  and  establishing 
and  enforcing  support  orders. 

Thus,  the  fact  that  only  36%  of  the  monthly  obligations  established  are 
actually  paid  is  not  surprising,  considering  that  with  voluntary  agree- 
ments there  are  few  legal  sanctions  against  individuals  who  do  not  pay, 
and  that  with  court-ordered  agreements  the  sanctions  that  exist  ensure  a 
lengthy,  drawn-out  process  before  an  individual  would  ever  be  arrested 
for  refusing  to  pay.  For  a  state  as  large  as  Massachusetts,  monitoring 
payment  of  support  orders  requires  inordinate  amounts  of  staff  time  and 
is  still  only  partially  successful.  It  is  for  these  reasons  that  the 
use  of  alternative  methods  of  collection  is  necessary  if  the  Child  Sup- 
port Enforcement  Unit  is  ever  going  to  reach  the  $119  million  goal.  The 
two  new  methods  of  payment  that  look  the  most  promising  are  wage  assign- 
ments and  tax  refund  intercepts. 


Wage  Assignments 

Wage  assignments  offer  one  of  the  best  options  for  increasing  child  sup- 
port collections  while  reducing  the  need  for  extensive  monitoring  by  the 
district  courts  and  by  child  support  personnel.  Wage  assignments  allow 
the  amount  of  the  support  order  to  be  automatically  deducted  from  an 
individual's  paycheck  each  month  and  sent  directly  to  the  Welfare  De- 
partment or  to  the  individual's  family.  This  direct  payment  eliminates 
the  chance  of  arrearages,  and  the  need  for  delinquency  notices  or 
lengthy  contempt  citation  proceedings.  Although  wage  assignments  have 
been  allowed  in  Massachusetts  since  1979,  the  acceptance  and  implemen- 
tation of  wage  assignments  has  been  slow.  In  FY82,  wage  assignments 
were  used  in  only  20%  of  the  voluntary  agreements  established  and  were 
ordered  in  only  18%  of  the  court  orders  established. 


Tax-Refund  Intercepts 

While  wage  assignments  are  necessary  to  prevent  the  large  build-up  of 
arrearages,  a  second  approach  is  needed  to  collect  the  more  than  $20 
million  that  is  currently  owed  the  Department  in  arrearages  from  court- 
ordered  support  agreements.  Remedies  available  to  the  Department  to 
collect  arrearages  are  limited  by  state  and  federal  statute.  In  FY82, 
the  federal  government  passed  legislation  to  allow  for  a  new  method  for 
collecting  arrears  on  court-ordered  child  support  agreements.  For  a 
nominal  fee  of  $17,  the  Internal  Revenue  Service  (IRS)  will  intercept 
the  portion  of  a  federal  tax  refund  that  is  owed  to  the  Department  from 
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an  individual's  tax  return.  The  $17  fee  is  charged  only  in  cases  that 
have  a  tax  refund  of  more  than  $17  which  is  successfully  intercepted  by 
the  IRS.  While  this  remedy  is  available  only  for  cases  that  are  more 
than  3  months  and  $150  in  arrears  on  court-ordered  agreements,  Massachu- 
setts was  able  to  collect  more  than  $2  million  from  this  one-time  ini- 
tiative in  FY82.  Connecticut,  which  has  an  automated  computer  system, 
collected  more  than  $6  million  from  this  procedure  in  FY82.  While  the 
Department  plans  to  expand  its  use  of  the  IRS  Intercept  in  FY83,  it  is 
apparent  that  the  development  of  new  remedies  for  collecting  on  arrears 
has  the  potential  to  vastly  increase  child  support  collections  with 
minimal  demands  on  staff  time. 

In  light  of  the  potential  of  new  approaches  to  increase  child-support 
collections,  the  Department  has  tried  for  the  past  two  years  to  increase 
the  remedies  available  on  the  state  level  for  absent  parents  who  refuse 
to  pay  court-ordered  support  amounts.  Although  Massachusetts  has  fewer 
state  remedies  available  than  most  other  states,  legislation  submitted 
to  provide  new  techniques  has  not  passed.  A  bill  (H.6541)  to  provide 
for  a  state  tax-refund  intercept  program  similar  to  the  federal  IRS 
intercept  has  been  presented  to  the  Massachusetts  legislature  for  three 
years  in  a  row.  Despite  the  fact  that  this  bill  would  raise  collections 
by  more  than  $1.5  million  annually,  and  despite  the  fact  that  Massachu- 
setts is  one  of  only  two  states  in  the  nation  that  have  a  state  income 
tax  and  have  not  implemented  a  program  of  state  tax-refund  interception 
as  a  remedy,  this  bill  has  yet  to  pass. 

A  second  bill  which  has  been  filed  in  Massachusetts  to  increase  the 
remedies  available  is  H.169.  This  bill  would  permit  Probate  Courts  to 
place  a  lien  on  an  absent  parent's  interest  in  property  as  security  for 
support  payments  owed  to  the  Department.  Thirty-three  states  have  some 
type  of  lien  provision  that  is  available  to  aid  their  Child  Support 
Units  in  the  collection  of  arrears. 

In  summary,  of  the  nearly  85,451  absent  parents  for  the  FY82  AFDC  case- 
load, more  than  half  have  support  obligations,  but  of  these  absent 
parents  with  support  orders  only  one-third  pay  regularly.  The  main 
barriers  to  the  establishment  of  support  orders  are  the  difficulty  of 
locating  the  absent  parent  and  of  establishing  paternity  for  children  of 
parents  who  were  not  married.  The  main  barriers  to  ensuring  regular 
payments  for  cases  with  support  orders  are  the  large  number  of  competing 
demands  for  court  and  police  time,  the  reluctance  of  many  courts  to 
impose  sanctions  on  absent  parents  who  refuse  to  pay,  and  the  lack  of 
state  and  federal  remedies  for  cases  that  refuse  to  pay. 
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FY82  AND  FY83  DEVELOPMENTS 

Despite  the  dramatic  reduction  in  the  AFDC  caseload  from  122,693  in  FY81 
to  109,553  in  FY82  to  a  projected  95,150  in  FY83,  Child  Support  collec- 
tions have  increased  and  are  expected  to  continue  to  increase  in  FY83 
and  FY84.  This  ability  to  increase  child  support  collections  despite  a 
decrease  in  the  AFDC  caseload  is  due  to  new  management  and  legislative 
collection  remedies  which  have  been  developed  in  FY82  and  FY83  and  are 
expected  to  be  expanded  in  FY84. 

The  Child  Support  Enforcement  Unit  hopes  to  increase  the  percentage  of 
absent-parent  welfare  cases  which  will  receive  support,  by  devoting 
resources  to  assisting  local  offices  in  locating  absent  parents.  In 
FY82  the  Child  Support  Enforcement  Unit  established  a  four-person  team 
in  the  central  office  that  works  exclusively  on  tracking  down  current 
addresses  for  absent  parents.  To  date,  this  team  has  received  300 
requests  a  week  from  local  offices  and  has  been  successful  in  providing 
some  additional  information  for  32%  of  these  requests. 

The  main  focus  of  child  support  efforts  in  FY83  and  FY84,  however,  will 
be  on  monitoring  child  support  agreements  to  ensure  that  existing  sup- 
port agreements  are  enforced.  This  is  important  for  two  reasons. 
First,  collection  of  money  owed  on  existing  court-ordered  agreements  is 
relatively  quick,  since  the  state  has  already  proved  its  case  in  court. 
Second,  enforcement  of  existing  agreements  ensures  that  the  process  of 
child  support  collection  maintains  its  credibility  as  an  enforceable 
process. 

The  development  of  the  Model  II  computer  system  in  FY83  will  provide  the 
Child  Support  Enforcement  Unit  with  a  critical  tool  for  monitoring  sup- 
port payments.  Under  the  current  accounts  receivable  system,  workers  in 
the  local  office  have  to  manually  record  all  checks  received  onto 
monthly  payment  cards  that  are  kept  for  each  absent  parent.  The  check 
is  then  mailed  to  a  central  unit  where  payments  received  are  matched 
against  the  local  office  records.  To  find  out  how  many  absent  parents 
have  not  paid  their  support  order,  child  support  workers  in  the  local 
office  must  check  all  the  payment  cards  for  each  absent  parent  on  a 
monthly  basis.  Model  II  will  provide  on-line  capacity  in  each  local 
office  so  that  as  payments  come  in  they  can  be  recorded  directly  on  the 
computer  system.  The  system  will  automatically  report  how  many  absent 
parents  have  not  paid  that  month  and  the  amount  of  money  owed  by  each 
absent  parent.  This  computer  capacity  will  enable  the  Child  Support 
Enforcement  Unit  to  perform  automated  dunning  of  all  absent  parents  in 
arrears,  and  it  will  enable  the  Child  Support  Enforcement  Unit  to  devel- 
op accountability  criteria  and  goals  for  each  local  child  support 
office.  Developing  an  effective  automated  system  is  essential  for  a 
program  as  large  as  the  Child  Support  Program  in  Massachusetts. 

When  fully  developed,  Model  II  will  do  more  than  provide  on-line 
accounting  and  dunning.   Model  II  will  be  able  to  perform  tape  matches 
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with  other  agencies  and  then  to  sort  the  new  information  into  the 
appropriate  absent  parent's  case  record.  It  also  will  be  able  to  main- 
tain a  detailed  case  record  on  each  absent  parent.  This  will  prove  use- 
ful both  in  efforts  to  locate  the  absent  parent  and  in  court  hearings 
where  a  record  of  welfare  payments  made  to  the  family,  payments  made  by 
the  absent  parent,  and  a  detailed  history  of  prior  court  actions  is 
often  required.  The  Model  II  computer  system  will  be  tested  in  the  East 
Boston  office  in  October  1982.  If  the  test  is  successful,  the  Model  II 
system  should  be  functioning  in  the  largest  offices  and  handling  65%  of 
the  Child  Support  collections  by  the  end  of  FY83. 

In  conjunction  with  the  development  of  the  Model  II  computer  system,  the 
Child  Support  Enforcement  Unit  also  plans  to  develop  uniform  standards 
and  procedures  for  workers  in  the  local  office  to  ensure  that  all  sup- 
port orders  are  systematically  monitored.  In  prior  years,  the  Child 
Support  Enforcement  Unit  was  decentralized  and  coordinators  in  local 
offices  were  allowed  to  use  whatever  method  of  tracking  payments  proved 
to  be  most  effective  in  their  region.  In  FY83,  the  Child  Support  En- 
forcement Unit  plans  to  develop  uniform  procedures  to  ensure  that  the 
payments  made,  and  the  amount  still  owed,  by  each  case  are  monitored 
monthly.  Case  files  will  be  reviewed  to  ensure  that  all  the  information 
on  court  actions  is  up-to-date,  so  that  any  worker  could  pick  up  and 
continue  with  the  case.  Guidelines  will  also  be  developed  for  steps  to 
be  taken  in  locating  absent  parents  and  for  deciding  when  voluntary 
agreements  rather  than  a  judicially  established  support  orders  should  be 
used.  Workers  will  then  be  monitored  by  a  statewide  review  team  to 
ensure  that  they  are  complying  with  these  procedures  so  that  child  sup- 
port collections  will  reach  their  full  potential  in  all  parts  of  the 
state. 

In  FY83,  the  Child  Support  Enforcement  Unit  will  also  expand  its  use  of 
those  initiatives  which  have  proved  most  successful  in  collecting  sup- 
port in  the  past.  The  Child  Support  Enforcement  Unit  will  continue-  to 
work  to  increase  the  use  of  wage  assignments  in  voluntary  and  court- 
ordered  support  agreements.  The  Unit  has  already  issued  a  brochure 
explaining  the  use  of  wage  assignments  and  held  several  training  ses- 
sions with  judges  and  probation  departments  to  expand  the  awareness  of 
wage  assignments  as  a  remedy.  In  addition,  participation  in  the  federal 
IRS  intercept  will  be  expanded  from  3,700  cases  in  FY82  to  13,000  cases 
in  FY83  and  22,500  cases  in  FY84.  This  initiative  alone  is  expected  to 
raise  $3.9  million  in  FY83  and  $6.7  million  in  FY84.  The  Department 
will  also  continue  to  work  with  the  state  legislature  to  increase  the 
remedies  available  in  Massachusetts  to  enforce  court-ordered  obliga- 
tions. Specifically  the  Child  Support  Enforcement  Unit  will  work  for 
passage  of  H.6541,  the  state-tax  intercept  bill,  and  H.169,  the  bill 
which  enables  probate  courts  to  place  a  lien  against  the  property  of  an 
individual  as  assurance  that  payment  obligations  will  be  met. 

Finally,  the  Department  has  tried  different  ways  of  delivering  warrants 
against  individuals  that  repeatedly  refuse  to  pay  and  have  had  a  warrant 
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issued  against  them  by  the  court.  In  the  past,  the  Department  con- 
tracted with  deputy  sheriffs  and  constables  to  serve  warrants.  However, 
this  has  become  prohibitively  expensive,  as  constables  charge  for  the 
hours  they  spend  searching  for  an  individual  whether  or  not  they  are 
able  to  successfully  deliver  the  warrant.  In  FY82,  the  Child  Support 
Enforcement  Unit  has  had  great  success  in  using  a  state  police  trooper 
assigned  full-time  to  the  Child  Support  Enforcement  Unit  to  contact  non- 
payees  and  subsequently  to  serve  warrants  for  the  arrest  of  those  who 
refuse  to  come  in  voluntarily  and  pay.  In  the  twelve  months  since 
August  1981,  this  one  trooper  has  successfully  collected  more  than 
$74,000  in  arrearages  owed  to  the  Department,  and  ensured  the  appearance 
in  court  of  over  500  defendants  for  whom  a  warrant  had  been  issued.  In 
FY83,  the  Department  hopes  to  hire  several  state  troopers  to  increase 
the  number  of  individuals  working  exclusively  on  delivery  of  warrants 
against  individuals  who  refuse  to  pay  their  monthly  court-ordered  obli- 
gation. 


FY84  REQUEST 

In  FY84  the  Department  is  requesting  $7.5  million  to  fund  the  Child 
Support  Program.  Most  of  this  appropriation,  over  74%,  is  necessary  to 
fund  the  personnel  required  by  the  Child  Support  Enforcement  Unit.  The 
remaining  26%  is  needed  to  fund  the  initiatives  which  have  proved  suc- 
cessful in  increasing  collections  in  past  years. 

The  Child  Support  Enforcement  Unit  currently  requires  a  staff  of  340; 
270  of  these  positions  are  funded  in  the  Child  Support  account  and  70 
are  funded  in  the  General  Administration  account.  In  the  absence  of  an 
automated  system,  the  work  done  by  the  Child  Support  Enforcement  Unit  is 
very  labor-intensive.  35,000  checks  have  to  be  recorded,  batched,  and 
mailed  to  the  central  office  each  month.  In  addition  interviewing  all 
the  new  AFDC  cases  that  have  potential  for  child  support,  tracking  down 
different  sources  to  locate  an  absent  parent,  and  taking  a  case  to  court 
to  prove  paternity  all  require  extensive  staff  time.  As  a  result  it  is 
not  surprising  that  the  amount  of  money  collected  is  in  direct  propor- 
tion to  the  number  of  trained  staff  available. 

The  current  staff,  their  grade  levels  and  primary  functions  are  shown  in 
the  chart  following. 
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CHILD  SUPPORT  STAFFING 


Grade 

NumDer  of 

Level 

Positions 

Title 

26 

- 

Director 

24 

2 

Assistan 

20 

7 

Counsel  I 

20 

9 

Coordinators 

18 

49 

Senior  Child 
Support  Workers 

15 

77 

Child  Support  Enforcement 
Workers 

LO 


89 


106 


Administrative 
Technicians 


Senior  Clerk  and  Typists 


Function 

*0versee  functioning  of  the  Child 
Support  Unit 

integrate  activities  of  the  local 

office 
♦Handle  implementation  of  new 

policies 

♦Monitor  all  court  actions  on 
child  support  cases 

♦Monitor  all  child  support 
activities  within  a  given  region 

♦Act  as  an  on-site  supervisor  on 
the  local  office  level 
♦Handle  all  routine  court  procedures 

♦Interview  all  absent  parents 

initially  to  determine  the  feasibility 

of  a  voluntary  vs.  a  court-ordered 

agreement 
♦Responsible  for  overseeing  payments 

on  all  voluntary  agreements 
♦Handle  some  court  proceedings  under 

strict  supervision  from  Senior 

Child  Support  Workers 

♦Interview  all  AFDC  cases  referred 

to  the  Child  Support  Unit 
♦Work  to  locate  absent  parents 

♦Perform  all  clerical  functions 
♦Record  and  batch  all  Child  Support 

Payments 
♦Maintain  absent  parent  payment 

records 


The  typical  Child  Support  Unit  in  a  local  office  is  responsible  for 
1,400  AFDC  cases  and  has  a  staff  of  1  Child  Support  Enforcement  Worker, 
1  Administrative  Technician,  and  2  Senior  Clerk- Typists.  70%  of  the 
local  offices  also  have  a  Senior  Child  Support  Enforcement  Worker  who 
supervises  the  activities  of  the  other  four  employees. 

In  FY84,  the  Model  II  computer  system  will  be  operating  in  all  of  the 
child  support  offices.  Model  II  will  reduce  the  amount  of  clerical  work 
and  will  increase  the  opportunities  for  collecting  more  revenue  by  cen- 
tralizing information  on  absent  parents.  To  utilize  this  system,  new 
personnel  will  be  required.  However,  as  the  clerical  needs  of  the  Child 
Support  Unit  will  be  reduced,  the  Department  is  largely  requesting  a 
reclassification  of  its  existing  positions  rather  than  addition  of  new 
positions.  The  Child  Support  Enforcement  Unit  is  requesting  the  upgrad- 
ing of  55  of  its  clerical  positions  in  order  to  have  a  computer  terminal 
operator  in  each  office,  and  is  requesting  the  upgrading  of  55  adminis- 
trative technicians  in  order  to  make  use  of  the  increased  potential  for 
locating  absent  parents.   The  cost  of  these  upgradings  will  be  $140,800 
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in  FY84,  assuming  that  the  upgraded  positions  are  made  available  to  the 
Department  by  November  1983. 


The  Department  is  also  requesting  15  additional  senior  child  support 
enforcement  workers  to  ensure  that  each  local  office  will  have  a  staff 
member  who  can  supervise  the  activities  of  all  workers  in  a  given  local 
office.  The  total  cost  of  the  requested  upgradings  and  new  positions  is 
$375,000  in  FY84.  These  positions  are  essential  if  the  capacities 
created  by  the  $5  million  Model  II  computer  system  are  to  be  fully  uti- 
lized. In  addition,  $261,950  is  requested  in  FY84  to  increase  the  Child 
Support  Enforcement  Unit's  IRS  intercept  and  dunning  abilities.  The 
total  requested  for  FY84  is  $7.5  million,  a  $1.1  million  increase  over 
FY83  expenditures.  Of  this  $7.5  million,  only  $2.3  million  is  state 
funds;  the  remaining  $5.2  million  is  federal  funds.  Collections  are 
projected  to  increase  by  $4  million  over  FY83  levels,  to  $50  million  in 
FY84. 
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GENERAL  RELIEF  (4406-2000) 


FY81  FY82  FY83  FY84 

EXPENDITURES/ 

APPROPRIATIONS   51,401,004  53,971,993  61,381,854  74,000,000 

CASELOAD          21,706  21,855  24,992  27,242 


DESCRIPTION 

Operated  and  funded  entirely  by  the  state,  the  General  Relief  (GR) 
program  provides  cash  payments  and  medical  assistance  to  needy  people 
who  are  ineligible  for  federally  subsidized  programs  such  as  AFDC  and 
SSI.  The  federal  welfare  programs  are  directed  at  specific  categories 
of  needy  people;  GR  is  intended  to  assist  others  who  do  not  meet  those 
categorical  requirements,  but  are  considered  by  the  state  to  be  in  need 
of  assistance.  Since  1975,  the  GR  program  has  been  restricted  to  unem- 
ployable individuals  and  to  families  with  very  low  incomes.  Families 
make  up  only  about  3%  of  the  GR  caseload,  since  most  families  meeting  GR 
income  standards  are  eligible  for  AFDC. 


GR  RECIPIENTS:   WHO  ARE  THEY? 

Eligibility  Criteria 

About  two-thirds  of  the  individuals  on  the  GR  caseload  are  unemployable 
because  of  a  physical  or  mental  disability.  The  disability  must  be  cer- 
tified by  a  doctor  as  expected  to  last  at  least  30  days,  and  as  making 
the  applicant  incapable  of  working  more  than  20  hours  a  week. 

The  second-largest  group  on  the  GR  caseload  consists  of  older  people 
who,  because  of  lack  of  work  history  and  other  handicaps,  have  extreme 
difficulty  in  finding  work.  This  category  was  added  in  FY78,  when  it 
was  recognized  that  these  barriers  to  employment  could  be  as  significant 
as  a  physical  or  mental  disability.  Individuals  eligible  in  this  cate- 
gory must  be  age  45  or  over  and  not  have  worked  in  the  past  six  months. 

In  addition  to  these  two  major  categories,  there  are  seven  other  small 
categories  of  GR  eligibility. 

SSI  Applicants  Over  65:  Individuals  over  65  who  have  applied  for  SSI 
and  meet  the  SSI  income  standards  often  have  to  wait  as  long  as  six 
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months  before  receiving  their  first  check.  These  individuals  are  eli- 
gible for  temporary  GR  assistance  until  their  first  SSI  check  arrives. 
This  money  is  eventually  repaid  to  the  Commonwealth  by  the  Social 
Security  Administration. 

Ex-Convicts:  Individuals  who  have  spent  at  least  60  days  in  a  penal 
institution  are  eligible  for  GR  for  two  months  after  their  release  if 
they  have  registered  for  a  state  employment  program.  This  eligibility 
category  ensures  that  ex-offenders  are  not  left  totally  without  resour- 
ces while  trying  to  find  a  job. 

Halfway  House  Residents:  Residents  of  licensed  halfway  houses  or  treat- 
ment centers  for  alcoholics,  drug  addicts,  or  the  deinstitutionalized 
are  eligible  for  GR,  if  they  are  participating  in  a  training  or  rehabil- 
itation program. 

Participants  in  Vocational  Rehabilitation  Programs:  Participants  in  a 
Massachusetts  Rehabilitation  Commission  (MRC)  training  program  for  the 
disabled  are  eligible  for  GR.  Since  MRC  disability  criteria  are  strin- 
gent, such  individuals  could  almost  certainly  qualify  for  GR  in  the 
disabled  category.  Providing  assistance  in  this  category  allows  these 
people  to  participate  in  rehabilitation  and  eventually  become  self- 
supporting. 

Persons  Caring  for  the  Incapacitated:  Individuals  are  eligible  for  GR 
if  they  are  unable  to  work  because  they  are  required  to  give  full-time 
care  to  someone  in  their  home  who  receives  GR  or  SSI.  In  the  absence  of 
this  provision,  one  would  expect  more  GR  and  SSI  recipients  to  be  insti- 
tutionalized, at  a  greater  cost  to  the  state. 

Students:  Full-time  students  at  the  secondary  level  or  below  are  eli- 
gible if  they  are  under  18  and  living  with  their  non-employable  parents 
or  guardians. 

Families:  Low-income  working  families,  or  families  with  unemployed 
parents  who  fail  to  meet  the  work  history  requirements  for  the  AFDC-UP 
program,  are  eligible. 


Demographics 

Figures  1  and  2  display  some  basic  demographic  breakdowns  of  the  GR 
population.  The  large  majority  of  GR  recipients  are  white;  males  and 
females  are  represented  in  about  equal  numbers.  The  recipient  popula- 
tion is  distributed  rather  evenly  over  the  range  from  21  to  65.  A 
strikingly  large  number,  nearly  a  quarter  of  the  caseload,  live  in  the 
city  of  Boston. 

Sixty  percent  of  GR  individuals  live  alone;  most  of  the  remainder  share 
or  board,  but  about  six  percent  are  institutionalized  in  a  rest  home  or 
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Figure  1 

Demographics  of  the  General  Relief  Population 
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halfway  house.  Fewer  than  nine  hundred  recipients  have  other  earned  or 
unearned  income,  as  individuals  with  significant  outside  income  would  be 
unlikely  to  qualify  for  GR. 


BENEFIT  LEVELS 

Cash  Assistance 

General  Relief  assistance  levels  are  much  lower  than  those  of  the 
federally  subsidized  welfare  programs.  A  disabled  individual  with  no 
outside  income  who  is  on  SSI,  for  instance,  could  receive  up  to  $407  per 
month;  such  an  individual  on  GR  would  receive  $216  per  month  ($2,586  per 
year)  under  the  new  grant  structure  with  cost-of-living  increases  which 
will  be  implemented  later  in  FY83.  Similarly,  a  family  of  four  eligible 
for  AFDC  could  receive  up  to  $445  per  month;  such  a  family  on  GR  would 
receive  a  maximum  of  $363  ($4,352  per  year). 

Since  these  maximum  benefit  levels  also  represent  income  eligibility 
levels,  one  can  see  that  many  people  who  would  be  income-eligible  for 
AFDC  or  SSI  have  too  much  income  to  be  eligible  for  GR.  Similarly,  GR 
has  a  much  lower  limit  on  recipients'  assets  than  do  the  two  federal 
programs. 

At  the  beginning  of  FY83,  before  the  cost-of-living  increase  mentioned 
above,  the  average  monthly  GR  grant  was  $183  per  month,  or  $2,196  per 
year.  In  addition,  77%  of  GR  cases  received  food  stamps;  the  average 
food-stamp  allotment  of  this  group  was  $66  per  month  ($796  per  year). 


Medical  Assistance 

GR  recipients  are  eligible  for  a  limited  program  of  medical  assistance. 
The  GR  medical  program  provides  non-institutional  services  such  as  phy- 
sician office  visits,  basic  dental  care,  life-sustaining  drugs,  labora- 
tory tests,  durable  goods,  eye  care,  and  home  health.  The  program  does 
not  cover  hospital  care,  psychological  treatment,  nursing  home  care,  or 
other  overnight  institutional  treatment. 

In  FY82,  expenditures  on  GR  medical  assistance  were  $6.2  million,  or 
about  $24  per  case  per  month. 


Support  for  Shelters 

The  General  Relief  account  also  provides  partial  funding  for  two 
shelters  for  the  homeless,  the  Pine  Street  Inn  and  Shelter,  Inc.  In 
FY82,  the  Department  spent  $1.8  million  in  per-diem  payments  for  provi- 
sion of  shelter  for  an  average  of  more  than  450  men  and  women  per  night. 
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MANAGEMENT  IMPROVEMENTS  IN  FY83  AND  FY84 

In  FY83,  the  Department  will  initiate  a  number  of  management  changes 
designed  to  reduce  the  error  rate  in  General  Relief.  Historically,  more 
attention  has  been  focused  on  the  AFDC  error  rate  because  of  the  threat 
of  federal  sanctions.  Because  GR  is  entirely  state-funded,  however,  the 
state  must  bear  the  full  cost  of  all  errors.  Accordingly,  the  Depart- 
ment has  begun  a  major  effort  to  increase  the  accuracy  of  GR  eligibility 
determinations,  using  techniques  that  have  been  highly  successful  in 
reducing  the  AFDC  error  rate. 


GR  Policy  Manual 

The  Department  will  shortly  be  issuing  a  new  policy  manual  for  General 
Relief.  The  manual  is  intended  to  provide  workers  with  a  clear  and 
authoritative  outline  of  current  GR  policy,  in  order  to  reduce  confusion 
and  uncertainty  about  details  of  this  complex  program. 

As  a  part  of  the  new  GR  manual,  the  Department  will  simplify  the  grant 
structure  by  consolidating  the  number  of  assistance  levels  from  thirteen 
to  three,  and  eliminating  special  diet  and  rental  allowances.  These 
simplifications  should  make  it  easier  for  workers  to  determine  and 
verify  a  case's  correct  grant  amount.  The  grant  consolidation  will 
result  in  a  five  percent  grant  increase  for  five-sixths  of  the  caseload; 
the  remainder,  who  would  have  undergone  a  reduction  under  the  new  struc- 
ture, will  be  maintained  at  their  present  level. 


Quality  Assurance  and  Supervisory  Review 

The  Department's  Office  of  Program  Assessment  carries  out  a  periodic 
Quality  Control  (QC)  review  of  a  sample  of  cases  to  determine  statewide 
error  rates.  QC  review  requires  intensive  investigation  of  each  case 
and  is  quite  time-consuming.  It  would  be  almost  impossible  to  review 
enough  cases  to  be  able  to  draw  valid  conclusions  about  performance  at 
the  level  of  the  local  office  or  supervisor.  QC  provides  information 
about  sources  of  error,  but  the  fact  that  this  information  is  not  broken 
down  below  the  state  level  limits  the  usefulness  of  QC  as  a  management 
tool. 

Therefore,  the  Office  of  Program  Assessment,  based  on  its  QC  review,  has 
identified  procedural  errors  that  are  good  predictors  of  payment  errors. 
These  procedural  errors  can  be  detected  in  a  review,  known  as  Quality 
Assurance  (QA)  review,  that  is  much  less  time-consuming  than  QC  review. 
QA  review  can  thus  be  performed  on  a  large  number  of  cases,  permitting 
measurement  of  work  quality  down  to  the  level  of  the  supervisory  unit. 
Implementation  of  QA  review  for  the  AFDC  caseload  showed  it  to  be  valu- 
able in  reducing  the  error  rate.  The  Department  will  be  implementing  a 
QA  system  for  General  Relief  during  FY83. 
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Once  a  system  is  developed  to  check  for  these  "high-risk"  procedural 
errors,  the  next  step  is  to  have  supervisors  perform  such  a  review  on 
each  case.  QA  will  then  serve  as  a  second-level  review  of  supervisors' 
work.  Supervisory  review  should  also  be  fully  implemented  within  the 
next  year. 


Medical  Second  Opinion  Review 

In  FY83  the  Department  plans  to  tighten  the  certification  requirements 
for  medical  disabilities.  Currently,  an  applicant  need  only  be  cer- 
tified by  a  doctor  as  having  a  physical  or  medical  disability  which 
makes  the  applicant  unemployable.  Field  workers  have  no  way  of  checking 
or  disputing  dubious  cases.  The  Department  plans,  first,  to  establish 
uniform  medical  criteria  for  disability,  and  second,  to  set  up  a  proce- 
dure for  workers  to  refer  cases  to  a  Department  medical  reviewer  when 
appropriate.  We  estimate  that  over  the  course  of  FY84,  this  review  will 
reduce  the  caseload  by  about  400. 


POLICY  CHANGES 

Unemancipated  Minors 

Since  the  Critelli  v.  Sharp  decision  in  1976,  the  Department  has  been 
forbidden  to  deny  GR  assistance  to  minors  solely  because  they  are 
minors.  Since  then,  recipients  under  18  have  been  classified  as  eman- 
cipated (married,  divorced,  or  separated;  served  in  the  armed  forces;  or 
emancipated  by  court  order)  or  unemancipated.  Emancipated  minors  are 
eligible  for  GR  on  the  same  basis  as  adults.  Unemancipated  minors  are 
referred  to  the  Department  of  Social  Services  (DSS)  for  a  determination 
as  to  whether  they  should  receive  public  assistance.  However,  should  an 
applicant  refuse  referral,  the  Department  of  Public  Welfare  has.  no 
alternative  but  to  provide  assistance  if  eligibility  requirements  are 
met.  The  Department  has  long  held  the  position  that  it  is  bad  policy 
for  the  state  to  support  minors  who  are  living  apart  from  their  parents 
with  no  supervision  whatever.  Such  a  policy  may,  indeed,  endanger  the 
safety  of  some  minors. 

Accordingly,  the  Department  will  propose  legislation  this  year  to  permit 
a  change  in  the  treatment  of  unemancipated  minors.  We  will  propose  to 
transfer  responsibility  for  the  youngest  minors,  those  clearly  not  able 
to  live  on  their  own,  entirely  to  DSS,  and  remove  them  from  the  GR  case- 
load. Older  minors  will  also  be  placed  under  DSS  supervision;  they  may 
continue  to  receive  welfare  benefits,  but  only  if  DSS  determines  that 
this  is  appropriate,  and  reviews  this  determination  on  an  ongoing  basis. 

Because  most  minors  will  be  in  the  latter  group,  the  Department  does  not 
expect  significant  savings  from  this  change.   In  fact,  the  overall  cost 
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to  the  state  will  probably  increase.  This  is  only  to  be  expected  when 
services  are  extended  to  a  group  which  previously  did  not  receive  them. 
This  change  is  not  motivated  by  considerations  of  cost,  but  by  con- 
siderations of  what  constitutes  a  sensible  youth  policy. 


Aid  to  the  Homeless 

As  discussed  above,  the  GR  account  now  funds  two  Boston-area  shelters 
for  the  homeless.  While  important,  this  effort  is  inadequate  to  deal 
with  the  problem  of  homeless  men  and  women,  which  exists  in  every  urban 
area  of  the  state.  Even  in  Boston,  existing  shelters  often  have  to  turn 
away  some  people  for  lack  of  space. 

Rather  than  assemble  the  bureaucracy  required  to  oversee  contracts  with 
a  large  number  of  shelters,  however,  the  Department  is  proposing  a  more 
modest  program  to  address  this  problem  in  FY84.  First,  we  will  change 
GR  policy  to  permit  shelters  to  be  considered  residences.  A  major 
obstacle  to  helping  the  homeless  in  the  past  has  been  their  lack  of  a 
permanent  address,  which  made  them  ineligible  for  GR.  We  hope  that 
making  these  people  eligible  to  receive  GR  grants  will  allow  shelters  to 
work  out  their  own  financial  arrangements  with  recipients,  thereby 
fostering  the  growth  of  shelters  through  a  sort  of  market  mechanism. 
The  GR  grant  will  also  enable  some  shelter  residents  to  move  to  private 
housing,  creating  more  space  in  existing  shelters. 

Second,  we  will  extend  the  housing  voucher  program.  New  recipients  in 
need  of  immediate  shelter  can  now  obtain  an  advance  on  their  first  check 
in  the  form  of  a  housing  voucher.  At  present,  however,  only  one  office, 
in  Boston,  issues  such  vouchers.  We  plan  to  give  every  welfare  office 
in  the  state  the  capability  to  issue  vouchers.  By  the  end  of  FY84,  the 
Department  expects  an  additional  500  GR  cases  as  a  result  of  these  ini- 
tiatives. 


CASELOAD  DYNAMICS 

Figure  3  shows  the  GR  caseload  over  the  past  2  1/2  years.  Up  until 
about  March  1982,  the  caseload  showed  only  a  slight  upward  trend  once 
seasonal  fluctuations  are  taken  into  account.  In  April,  however,  the 
usual  seasonal  downturn  simply  did  not  occur.  Instead,  the  caseload 
remained  at  a  new,  dramatically  higher  level.  We  expect  further  growth 
in  FY83  and  FY84. 

The  factors  driving  the  dramatic  caseload  growth  of  recent  months  are 
not  yet  fully  understood,  but  we  have  some  preliminary  study  results. 
The  findings  can  be  summarized  in  two  statements. 

First,  the  caseload  growth  has  not  been  uniform  across  eligibility  cate- 
gories, but  is  largely  confined  to  a  few  categories. 
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Second,  federal  policy  changes  in  other  income  support  programs  appear 
to  have  contributed  significantly  to  the  growth  of  the  caseload. 


Growth  by  Category 

The  most  dramatic  growth  has  been  in  the  categories  of  families  and 
over-45  unemployables.  From  its  October  1981  low  point  of  378,  the 
number  of  families  has  nearly  doubled,  to  750  in  August.  The  number  of 
over-45  unemployables  has  increased  by  over  fifty  percent  in  the  past 
year.  Table  A  illustrates  the  curious  fact  that  the  disabled  category, 
though  it  is  by  far  the  largest  part  of  the  caseload,  has  made  a  relati- 
vely minor  contribution  to  caseload  growth. 


TABLE  A 


GR  Cases  by  Category  (Preliminary  Estimates) 


June  '81 

June  f82 

Change 

Disabled 

14,947 

14,974 

+27 

Over-45 

2,625 

4,132 

+1,507 

Family 

398 

688 

+290 

All  Other 

3,984 

3,557 

-427 

%  Change 


+0.2% 


+57.4% 


+72.9% 


-10.7% 


Federal  Policy  Changes;  Refugee  Assistance 

The  1980  Refugee  Act  limited  the  federal  government's  liability  for  the 
full  costs  of  refugee  assistance  to  the  first  36  months  after  the  refu- 
gee entered  the  country.  The  1981  Omnibus  Budget  Reconciliation  Act 
(OBRA)  established  further  limits.  After  18  months,  those  ineligible 
for  any  other  welfare  program  would  be  removed  from  the  rolls;  those 
eligible  for  AFDC,  SSI,  or  GR  would  be  fully  federally  funded  for 
another  18  months.  Since  the  Department  implemented  these  changes  in 
March,  about  300  refugee  cases  have  moved  onto  the  GR  caseload.  About 
100  of  those  were  families,  with  family  sizes  ranging  up  to  10. 


Because  nearly  all  the  refugee  cases  on  GR  are  in  the  federally  funded 
18-36  month  category,  the  state  budgetary  impact  is  less  than  the  raw 
caseload  figures  would  suggest.  However,  as  those  cases  reach  the 
36-month  limit,  they  will  become  the  responsibility  of  the  state.  The 
impact  in  FY84  is  expected  to  be  substantial. 
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Federal  Policy  Changes;  AFDC 

OBRA  also  mandated  a  major  tightening  of  AFDC  eligibility  standards. 
These  changes  are  discussed  in  detail  elsewhere.  Here  it  suffices  to 
note  that  the  tightening  of  AFDC  standards  has  had  some  impact  on  the  GR 
caseload.  While  it  is  normal  for  the  GR  caseload  to  include  some  people 
who  have  recently  closed  off  AFDC,  the  number  appears  to  be  increasing. 
About  70  of  the  new  family  cases  are  cases  that  previously  were  on  AFDC; 
most  began  receiving  GR  shortly  after  implementation  of  major  AFDC 
changes  in  October,  February,  and  March.  Thus,  former  refugee  and  AFDC 
cases  together  account  for  about  half  the  growth  in  family  cases. 

If  the  necessary  changes  to  state  law  are  made,  the  Department  will 
implement  federal  changes  relating  to  18-  to  21-year-olds  early  in 
calendar  year  1983.  This  change  is  expected  to  result  in  as  many  as  800 
women  over  45  entering  the  GR  caseload. 


Federal  Policy  Changes;  Social  Security 

In  1980,  Congress  passed  legislation  requiring  that,  beginning  in  1982, 
Social  Security  disability  cases  be  reviewed  at  least  once  every  three 
years.  The  Massachusetts  Rehabilitation  Commission,  which  determines 
eligibility  for  Social  Security  disability  benefits  in  the  Commonwealth, 
began  these  reviews  in  1981.  From  October  1981  to  June  1982  the  Social 
Security  Administration  regional  office  reports  1300  "cessations",  or 
case  closings,  resulting  from  this  review.  Once  the  program  is  fully 
underway,  as  many  as  3600  cessations  per  year  are  expected. 

The  Department  is  still  in  the  process  of  determining  how  many  of  these 
people  entered  the  GR  caseload,  but  it  appears  many  would  be  eligible  in 
either  the  disabled  or  the  over-45  category.  Consequently,  we  are  pro- 
jecting a  substantial  increase  in  the  GR  caseload  from  this  factor. 


Other  Factors 

Thus,  a  large  part  of  the  recent  increase  in  the  GR  caseload  is  attribu- 
table to  federal  cost-saving  initiatives  in  other  income  transfer 
programs.  Of  the  remainder,  most  is  probably  attributable  to  economic 
conditions.  Massachusetts  unemployment  rose  from  7.3  percent  in  the 
first  quarter  of  calendar  1982  to  8.7  percent  in  the  second  quarter.  In 
general ,  the  GR  caseload  does  not  depend  heavily  on  the  economy.  The 
family  and  over-45  categories  are,  however,  exactly  those  which  would  be 
expected  to  be  most  sensitive  to  economic  conditions,  as  they  are  the 
populations  most  likely  to  be  able  to  find  work  when  the  economy  is 
strong. 
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FY84  REQUEST 

The  FY84  request  for  general  relief  is  $12.7  million  higher  than  the 
FY83  appropriation.  There  are  a  number  of  factors  contributing  to  this 
substantial  increase. 


Caseload  Growth 

The  projected  FY84  average  caseload  is  9%  higher  than  the  projected  FY83 
caseload.  The  major  components  of  this  growth  are  continued,  though 
slower,  increases  in  the  over-45  and  family  categories,  continuation  of 
growth  due  to  Social  Security  disability  case  cessations,  a  substantial 
number  of  refugees  reaching  the  36-month  limit,  and  the  proposed  home- 
less policy.  The  estimated  FY84  cost  of  the  homeless  policy  is 
$496,000.  Management  initiatives  directed  at  GR,  such  as  QA  and  medical 
review,  and  those  being  implemented  department-wide,  such  as  the  bank 
match  program,  are  expected  to  reduce  the  average  caseload  by  500. 


Average  Grant  Growth 

The  average  GR  grant  increased  fairly  steadily  through  FY82.  Most  of 
this  increase  resulted  from  the  increase  in  the  proportion  of  family 
cases.  The  rest  is  attributable  to  an  increase  in  the  fraction  of 
family  cases  in  the  most  expensive  living  arrangement,  and  to  a  slight 
decrease  in  recipients'  other  income. 

We  expect  the  average  grant  to  grow  at  a  slower  rate  in  FY83  and  FY84 
than  in  FY82.  Still,  we  estimate  that  the  average  grant  will  increase 
from  $183.93  in  FY83  to  $185.97  in  FY84,  a  1.1%  increase.  This  increase 
is  to  the  baseline  grant,  without  taking  account  of  cost-of-living 
increases. 


Cost-of-Living  Increases 

Because  the  grant  consolidation  and  cost-of-living  increase  scheduled 
for  FY83  will  take  effect  part  way  through  the  year,  its  full  financial 
impact  will  not  be  seen  until  FY84.  The  additional  cost  of  providing 
higher  grants  for  a  full  year,  rather  than  part  of  a  year,  is  about  $1.3 
million.  The  Department  is  proposing  another  5%  increase  (less  than  the 
projected  CPI  increase  of  6.9%)  for  FY84.  The  cost  of  this  increase  is 
estimated  at  $2.85  million. 
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Indirect  Payments 

Shelter  per-diems  are  expected  to  increase  10%  in  FY84,  raising  the  cost 
of  this  program  by  $190,000.  The  anticipated  increase  from  $300  to  $700 
in  the  maximum  state  payment  for  burials  is  expected  to  cost  $50,000  in 
the  GR  account. 


GR  Medical 

GR  medical  costs  are  projected  to  increase  from  $7.1  million  in  FY83  to 
$8.87  million  in  FY84.  The  causes  of  this  increase  are,  first,  infla- 
tion increases  averaging  8.4%  in  the  various  components  of  medical  care; 
second,  an  expected  20%  increase  in  physician  office  visits  because  of 
medical  review;  and  third,  the  9%  projected  growth  in  the  GR  caseload. 
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FOOD  STAMP  PROGRAM  (4400-1200) 


FY81  FY82  FY83  FY84 

EXPENDITURES/ 

APPROPRIATION  9,372,594  10,518,809  12,866,475  12,309,000 

PA  Caseload  114,381  105,057  94,704  96,555 

NPA  Caseload  41,779  37,147  40,684  43,662 

SSI  Caseload  -  26,459  36,611  38,777 

TOTAL  156,160  168,663  171,999  178,994 


DESCRIPTION 

The  Food  Stamp  account  funds  all  administrative  costs  related  to  the 
operation  of  the  Food  Stamp  Program.  This  program  provides  low-income 
households  with  the  resources  needed  to  cover  the  cost  of  basic  food 
items.  The  program  was  established  in  1975  in  response  to  the  findings 
of  federally  funded  studies  revealing  widespread  malnutrition  among  the 
poor  of  the  nation.  By  providing  income-eligible  households  with  food 
stamp  coupons  based  on  a  national  standard,  the  federal  government  has 
ensured  that  all  families  have  at  least  a  minimum  level  of  resources 
available.  Targeting  public  assistance  in  this  manner  has  not  only 
increased  the  level  of  income  available  to  the  poor,  but  has  also 
guaranteed  that  this  source  of  income  be  used  specifically  to  pay  for 
food  items. 

During  FY82,  170,000  Massachusetts  households  participated  in  the  Food 
Stamp  Program  each  month.  Food  Stamp  households  receive  a  monthly 
allotment  of  food  stamps,  with  the  amount  depending  on  household  size 
and  the  availability  of  other  income.  These  coupons  are  then  transacted 
by  the  household  for  food  purchases.  Last  year,  a  total  of  $170  million 
in  food  stamp  coupons  were  issued,  with  the  cost  of  these  coupons  funded 
in  full  by  the  federal  government.  Only  the  administrative  costs  of  the 
program  are  state-funded,  and  these  are  50%  reimbursed  by  the  federal 
government.  Total  Food  Stamp  administrative  expenditures,  most  of  which 
go  toward  the  payment  of  personnel  who  determine  eligibility  and  the 
cost  of  issuing  the  food  stamps,  amount  to  6%  of  all  program  costs. 
This  means  that  the  net  cost  to  the  state  of  operating  the  Food  Stamp 
Program  is  only  3%  of  total  program  costs.  In  FY82,  this  state  share 
amounted  to  $5  million,  while  the  federal  government  paid  a  total  of 
$175  million  in  program  and  administrative  costs  for  the  state's  Food 
Stamp  Program. 
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ELIGIBILITY  AND  BENEFIT  LEVELS 

The  Food  Stamp  Program  is  the  only  public  income  maintenance  program 
which  has  no  categorical  eligibility  requirements,  relying  solely  on  an 
income  test  to  determine  eligibility.  To  be  found  eligible,  a  house- 
hold's gross  income  must  be  below  the  Food  Stamp  gross  income  eligibil- 
ity standards  which  are  uniform  nationwide.  These  standards  equal  130% 
of  the  national  non-farm  poverty  level,  which  is  set  by  the  Office  of 
Management  and  Budget  and  readjusted  every  July  in  accordance  with  the 
change  in  the  Consumer  Price  Index.  The  FY83  standards  are  presented 
below. 


GROSS  MONTHLY  INCOME  STANDARDS 


130%  OF  POVERTY  LEVEL 


ONE 
PERSON 


TWO 
PERSON 


THREE 
PERSON 


FOUR 
PERSON 


FIVE 
PERSON 


SIX 

PERSON 


$507 


$674 


$841 


$1008 


$1175 


$1342 


The  only  group  exempted  from  this  income  test  are  families  with  aged  or 
disabled  members.  For  these  households,  eligibility  is  determined  by 
comparing  their  net  income  to  net  income  standards  for  their  household 
size.  To  calculate  net  income,  a  variety  of  deductions  are  applied  to 
the  household's  gross  income,  including  an  $85  standard  deduction  and  an 
earned  income  deduction  of  18%  of  total  earnings,  which  is  provided  as  a 
work  incentive.  The  household  can  also  deduct  dependent  care  and  excess 
shelter  costs,  while  an  elderly  or  disabled  household  member  may  deduct 
any  medical  expenses  above  $35/month.  By  allowing  these  deductions, 
some  families  who  would  be  ineligible  using  the  gross  income  standard 
are  found  eligible  under  the  net  income  standard. 


NET  INCOME  STANDARD 
(family  of  four) 


Gross  income 

$1,100 

Standard  Deduction 

(85) 

18%  Earnings  Disregard 

(198) 

Dependent  Care/ 

Excess  Shelter /Medical 

(100) 

Net  Income 

$717 

Net  Income  Standard 


-  Family  is  eligible  - 


$775 


GROSS  INCOME  STANDARD 
(family  of  four) 


Gross  Income 


$1,100 


Gross  Income  Standard 


$1,008 


-  Family  is  ineligible  - 
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SAMPLE  MONTHLY  FOOD  STAMP  BENEFITS  FOR  FY83 


PA  HOUSEHOLDS 


AFDC 
Family  of  3 
With  no  earned  income 

$111 


GR 
Individual 
Receiving  average  grant 

$63 


RRP 

Family  of  2 

With  no  earned  income 

$77 


NPA  HOUSEHOLDS 


Family  of  4 
Earning  $195 
(Maximum  Coupon 
Allotment) 

$233 


Family  of  4 
Earning  $915 
(Maximum  Allowable 
Income  Using  Gross 
Income  Standards) 

$2 


Family  of  4, 
with  Elderly  or 
Disabled  Member, 
Earning  $1,140 
(Maximum  Allowable 
Income  Using  Net 
Income  Standards) 

$33 


SSI  HOUSEHOLDS 


Disabled 
Individual  Shopping 
and  Eating  Alone 

$10 


Elderly 

Individual  Shopping 

and  Eating  Alone 

$10 


Blind 
Individual  Shopping 
and  eating  alone 

$10 


*  The  determination  of  allotments  assumes  a  total  of  $75  in  excess 
shelter,  dependent  care,  and  medical  expense  deductions. 
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While  initial  eligibility  for  most  households  is  determined  based  on  the 
gross  income  test,  all  households  found  eligible  use  the  net  income 
standards  to  determine  the  level  of  benefits  for  which  they  are  eli- 
gible. If  a  household's  net  income  is  zero  after  all  relevant  deduc- 
tions have  been  taken,  they  are  eligible  for  the  maximum  food  stamp 
allotment  for  their  household  size.  For  every  $3  of  a  household's  net 
income,  the  allotment  decreases  by  $1,  on  the  assumption  that  one-third 
of  each  dollar  of  income  received  by  a  low-income  family  should  be  spent 
on  food. 

The  maximum  food  stamp  allotment  levels  are  based  on  the  USDA  Thrifty 
Food  Plan,  which  reflects  the  cost  of  supplying  a  family  with  an  ade- 
quate diet  at  the  lowest  possible  cost.  To  develop  the  plan,  nutri- 
tionists compiled  a  list  of  the  least  costly  food  items  that  can  provide 
a  healthy  diet,  and  these  were  priced  in  various  stores.  The  cost  of 
the  plan  varies  by  family  size,  and  is  increased  every  fifteen  months  in 
accordance  with  the  Consumer  Price  Index  for  food  items.  Because  Food 
Stamp  allotments  are  based  directly  on  the  Thrifty  Food  Plan,  these  are 
also  adjusted  every  fifteen  months  to  reflect  the  new  Thrifty  Food  Plan 
levels. 

In  Massachusetts,  the  average  food  stamp  coupon  allotment  in  FY82  was 
$81.83,  though  the  amount  varied  by  Food  Stamp  category.  Those  house- 
holds who  were  also  receiving  another  form  of  public  assistance  (except 
SSI)  received  the  highest  allotment  on  average,  at  $103.78.  By  com- 
parison, the  monthly  allotment  averaged  $87.76  for  those  households  in 
which  either  none  of  the  members  or  at  most,  only  some  members  were 
recipients  of  other  public  assistance;  and  recipients  of  SSI  received 
$27.15.  These  differences  reflect  the  variations  in  income  and  the 
variations  in  family  size  by  category. 

On  the  whole,  recipients  of  food  stamps  in  Massachusetts  receive  smaller 
coupon  allotments  than  in  the  rest  of  the  country.  In  fact,  the  Massa- 
chusetts average  allotment  was  20%  below  the  national  average  of 
$101.92,  primarily  because  per  capita  income  for  Massachusetts  residents 
is  higher  than  the  national  average,  as  is  the  average  public  assistance 
cash  grant,  which  is  counted  as  income  when  determining  a  family's  food 
stamp  allotment.  This  does  not  necessarily  indicate  that  Massachusetts 
recipients  of  food  stamps  are  better  off  than  those  in  other  parts  of 
the  country,  however,  for  the  cost  of  living  in  Massachusetts  is  one  of 
the  highest  in  the  country.  With  Food  Stamp  standards  uniform  through- 
out the  nation,  Massachusetts  residents  are  actually  at  a  disadvantage 
because  eligibility  is  cut  off  at  the  same  income  level  throughout  the 
country,  and  yet  this  income  level  has  less  purchasing  power  In  Massa- 
chusetts. 

The  Massachusetts  average  allotment  level  for  FY82  was  also  substan- 
tially lower  than  the  FY81  average  of  $90.35.  This  is  because  the  Food 
Stamp  maximum  benefit  levels  did  not  increase  during  FY82,  while  house- 
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hold  income  rose  for  many  families,  making  them  eligible  for  smaller 
benefit  levels.  Nonetheless,  even  with  an  average  benefit  level  of 
$81.83,  it  is  clear  that  for  many  households,  and  in  particular  those 
households  that  support  themselves  on  public  assistance,  the  provision 
of  food  stamps  adds  substantially  to  the  household's  available  income. 


CASELOAD  CHARACTERISTICS 

Approximately  15%  of  the  population  in  Massachusetts  live  below  130%  of 
the  poverty  level,  and  are  therefore  eligible  for  food  stamps.  Only 
half  of  this  population,  however,  or  7%  of  the  state's  total  population, 
actually  participate  in  the  Food  Stamp  Program.  The  households  that  do 
participate  are  grouped  into  separate  categories:  Public  Assistance 
(PA),  Non-Public  Assistance  (NPA),  and  SSI.  The  Public  Assistance  case- 
load comprises  those  households  that  receive  public  assistance  through 
DPW-administered  programs,  either  Aid  to  Families  with  Dependent  Chil- 
dren, General  Relief,  or  Refugee  Assistance.  The  SSI  category  consists 
of  Food  Stamp  households  that  receive  Supplemental  Security  Income. 
This  category  was  established  in  October  1,  1981  at  which  time  Massachu- 
setts recipients  of  SSI  for  the  first  time  became  eligible  for  food 
stamps.  Finally,  the  NPA  caseload  consists  of  all  those  households  who 
receive  no  public  assistance,  or  in  which  some  members  receive  public 
assistance  and  others  not.  In  FY82,  the  PA  caseload  averaged  105,057, 
the  NPA  caseload  averaged  37,147,  and  the  SSI  caseload  averaged  26,459*, 
for  a  total  caseload  average  of  168,663.  The  caseload  is  fairly  evenly 
distributed  throughout  the  State,  though  the  Boston/Greater  Boston  area, 
with  the  largest  total  population  in  the  state,  also  has  the  largest 
portion  of  the  Food  Stamp  caseload,  totalling  54,000  cases  or  33%  of  the 
caseload.  The  Lawrence  area  follows  with  20%,  while  Springfield  and  New 
Bedford  each  have  18%  and  Worcester  has  11%. 

An  analysis  of  the  composition  of  the  caseload  reveals  that  the  majority 
of  Food  Stamp  households  are  single-parent  families  headed  by  a  woman. 
In  fact,  76%  of  all  Food  Stamp  heads  of  household  are  women,  and  only 
24%  are  men.  Of  the  female-headed  households,  slightly  more  than  half 
are  families  receiving  AFDC.  If  we  exclude  these  cases,  the  breakdown 
between  male  and  female  heads  of  households  is  more  balanced,  though 
female-headed  households  are  still  in  the  majority,  at  58%  of  the  total. 
This  is  partially  attributable  to  the  expansion  of  Food  Stamp  eligibi- 
lity to  the  SSI  caseload,  which  consists  largely  of  women. 


*  The  October  through  June  SSI  caseload  on  Food  Stamps  averaged 
35,278. 
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FOOD  STAMP  PROGRAM 

Caseload  Characteristics 


INCOME 


GEOGRAPHIC  DISTRIBUTION 


EARNED  INCOME 

OHVf 

10.0% 


EARNED  AND 
UNEARNED  INCOME 
2.0% 


HOUSEHOLD  SIZE 


RACE 


4  PERSON 

11.0% 


ASIAN 
2.0% 
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The  average  household  size  for  Food  Stamp  cases  during  FY82  was  2.4  mem- 
bers. This  is  slightly  smaller  than  the  2.6  member  household  size  in 
FY81,  thereby  following  the  trend  of  decreasing  household  size  over  the 
years.  While  this  decrease  at  least  partially  reflects  the  decline  in 
family  size  within  the  population  as  a  whole,  it  is  primarily  due  to  the 
presence  of  the  36,000  SSI  cases  on  the  Food  Stamp  caseload,  the  major- 
ity of  which  are  single  person  households.  In  fact,  the  inclusion  of 
these  SSI  cases  has  made  single-person  households  the  most  common  among 
the  Food  Stamp  caseload,  at  37%  of  the  total.  Two  person  households, 
which  had  been  the  most  common  in  FY81  at  28%,  fell  to  23%  of  all  cases 
in  FY82.  Interestingly  enough,  the  number  of  very  large  household  sizes 
participating  in  the  Food  Stamp  Program,  while  still  relatively  small, 
also  increased  this  year.  This  could  partly  have  resulted  form  the 
increasing  number  of  Southeast  Asian  refugee  households  in  the  state, 
many  of  which  have  larger  family  sizes  than  Americans.  Their  number  on 
the  Food  Stamp  caseload  has  increased  by  30%  since  FY81,  though  they 
still  consist  of  only  2%  of  the  caseload  The  majority  of  the  Food  Stamp 
caseload  continues  to  be  white,  at  73%  of  the  total.  Fourteen  percent 
of  the  caseload  is  black,  11%  Hispanic  and  .03%  is  American  Indian  or 
Alaskan  native. 

Because  food  stamps  provide  only  for  a  family's  food  needs,  all  Food 
Stamp  households  must  have  other  income  sources  as  well.  For  88%  of  the 
Food  Stamp  households,  unearned  income  is  their  only  other  source  of 
support,  while  10%  have  earnings  as  their  only  other  source  of  income. 
Two  percent  of  the  households  have  both  earned  and  unearned  income.  Of 
those  cases  with  unearned  income,  close  to  120,000  cases  or  74%  of  the 
total  Food  Stamp  caseload,  receive  their  income  through  public  assis- 
tance cash  grants  only.  By  far,  the  single  largest  source  of  these  cash 
grants  is  AFDC:  45%  of  the  entire  Food  Stamp  caseload,  or  slightly  more 
than  70,000  cases,  are  recipients  of  AFDC.  Another  36,000  cases  receive 
SSI,  17,000  receive  General  Relief,  and  3,000  receive  assistance  through 
the  Refugee  Resettlement  and  Cuban/Haitian  Entrant  Programs.  The  major 
source  of  unearned  income  aside  from  public  assistance  is  Social  Secur- 
ity, which  provides  financial  support  for  34,000  cases  or  21%  of  the 
caseload,  the  majority  of  whom  are  also  recipients  of  SSI. 
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CASELOAD  DYNAMICS 


The  Food  Stamp  caseload  is  a  highly  volatile  one,  increasing  and 
decreasing  in  response  to  a  range  of  different  factors.  Included  among 
these  are  fluctuations  in  the  state  economy  and  demographic  changes. 
The  annual  cost-of-living  increases  in  eligibility  standards,  as  well  as 
management  improvements  and  changes  in  the  federal  regulations  guiding 
the  program  also  have  played  major  roles  in  altering  both  the  size  and 
composition  of  the  caseload. 

The  Economy.  Both  the  PA  and  the  NPA  caseloads  are  affected  by  economic 
conditions,  generally  increasing  during  recessionary  periods  and  de- 
creasing when  the  economy  is  strong.  However,  because  a  larger  propor- 
tion of  the  PA  caseload  has  heads  of  households  who  have  been  out  of  the 
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work  force  and  not  looking  for  work  for  a  long  time,  it  is  the  NPA  case- 
load that  is  especially  sensitive  to  changes  in  the  economy.  Many  of 
these  recipients  have  seasonal  employment,  while  others  have  marginal 
employment  opportunities  which  become  more  limited  during  recessionary 
periods.  Consequently,  trends  in  the  NPA  caseload  have  often  corres- 
ponded closely  with  seasonal  employment  trends  and  with  the  general 
trend  of  the  economy. 

Cost-of-Living  Increases.  Prior  to  FY82,  Food  Stamp  net  income  stan- 
dards were  increased  annually  with  the  cost  of  living,  as  were  the  maxi- 
mum deductions  used  to  derive  net  income.  With  most  households'  income 
sources,  both  earned  and  unearned,  increasing  at  a  slower  rate  than  the 
cost  of  living,  more  and  more  families  have  become  eligible  for  food 
stamps  over  the  years.  The  impact  was  especially  apparent  in  the  growth 
of  the  PA  caseload  from  FY80  to  FY81.  During  that  period,  the  number  of 
Public  Assistance  households  participating  in  the  Food  Stamp  Program 
increased  by  4,000  cases,  largely  because  the  slow  rate  of  increase  in 
public  assistance  benefit  levels  resulted  in  an  expanding  proportion  of 
public  assistance  families  becoming  eligible  for  food  stamps.  Because 
the  criteria  for  eligibility  in  the  Food  Stamp  Program  were  changed  in 
FY82,  this  factor  played  a  lesser  role  in  affecting  caseload  growth 
during  this  past  year,  but  its  impact  will  be  felt  again  in  FY83. 

Changes  in  Federal  Regulations.  The  federal  regulations  governing  the 
Food  Stamp  Program  have  changed  substantially  over  the  years.  These 
changes  have  resulted  in  large  fluctuations  in  the  Food  Stamp  caseload, 
as  eligibility  requirements  have  either  been  eased  or  tightened  for  dif- 
ferent segments  of  the  population.  The  Food  Stamp  Reform  Act,  which 
went  into  effect  in  January  1979,  significantly  altered  the  program 
regulations.  One  of  the  most  important  changes  brought  about  by  the  Act 
^was  the  tightening  of  eligibility  standards  for  PA  households.  The  Act 
also  limited  the  amount  of  deductions  a  family  could  take  by  standard- 
izing them,  rather  than  by  allowing  actual  expenses  to  be  deducted.  The 
combined  effect  of  these  two  changes  was  to  decrease  the  Food  Stamp 
caseload  by  9%.  At  the  same  time,  the  Act  included  a  provision  which 
automatically  increased  the  Food  Stamp  eligibility  standards  with  the 
CPI,  which  has  had  the  long-term  effect  of  gradually  increasing  the 
number  of  eligible  PA  households. 

While  the  changes  incorporated  into  the  program  through  the  1979  Reform 
Act  lowered  both  the  NPA  and  PA  caseloads,  the  NPA  caseload  increased  in 
FY80  as  a  result  of  further  federal  changes,  the  most  important  of  which 
expanded  the  number  of  deductions  for  the  elderly  and  disabled.  In 
FY81,  the  NPA  caseload  declined  again,  primarily  as  a  result  of  the 
tightened  eligibility  requirements  for  students.  Students  are  now  no 
longer  eligible  for  food  stamps  unless  they  are  working  at  least  part- 
time,  or  if  they  have  special  circumstances  that  exempt  them  from 
disqualification.  The  Food  Stamp  Program  again  underwent  substanial 
change  in  FY82,  as  mandated  by  the  1981  Omnibus  Reconciliation  Act. 
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These  changes,  and  their  impact  on  caseload,  will  be  discussed  under 
FY82  DEVELOPMENTS. 

Demographic  Changes.  With  close  to  15%  of  the  state's  population  eli- 
gible for  food  stamps,  and  7%  actually  participating,  it  is  to  be 
expected  that  changes  in  the  state's  population  have  an  effect  on  the 
Food  Stamp  caseload.  Even  shifts  in  small  segments  of  the  population 
affect  the  number  of  participants  in  the  program.  In  FY81,  for  example, 
the  Refugee  population  in  the  state  grew  by  almost  4,000  cases.  This 
was  reflected  by  a  Food  Stamp  caseload  increase  of  1,500,  as  these  newly 
arrived  refugees  applied  for  public  assistance. 

Management  Improvements.  The  Department  has  initiated  a  range  of  mana- 
gement improvements  which  have  lowered  the  Food  Stamp  caseload  by  re- 
ducing the  number  of  ineligible  households  receiving  food  stamps.  One 
of  the  most  effective  tools  used  has  been  the  wage  match  with  the  De- 
partment of  Revenue.  By  comparing  wage  data  provided  by  the  recipient 
with  Department  of  Revenue  files,  the  Department  has  been  able  to  iden- 
tify cases  that  have  unreported  income  which  makes  them  ineligible  for 
food  stamps.  The  Department  has  also  implemented  various  other  man- 
agement improvements,  including  data  matches  with  banks,  quality  assur- 
ance reviews  which  measure  the  accuracy  of  food  stamp  benefits  issued  by 
each  local  office,  and  the  expanded  use  of  automation  in  the  Food  Stamp 
eligibility  determination  procedures.  These  and  other  initiatives  will 
be  more  carefully  outlined  in  the  section  on  FY82  DEVELOPMENTS. 


PROGRAM  ADMINISTRATION 

The  primary  administrative  functions  of  the  Department  in  maintaining 
the  Food  Stamp  Program  are  twofold:  1)  the  timely  and  accurate  deter- 
mination of  eligibility  and  benefit  levels  for  applicants  and  recip- 
ients; and  2)  the  delivery  of  benefits  structured  in  such  a  way  as  to  be 
efficient,  convenient  for  the  recipient,  and  precluding  the  possibility 
of  fraud.   Funding  for  these  activities  is  provided  by  this  account. 

A  large  part  of  the  funding  is  used  to  cover  personnel  expenditures, 
projected  at  51%  of  total  administrative  costs  in  FY83.  The  account 
supports  568  staff  positions,  the  majority  of  which  are  field  workers 
who  certify  and  review  cases  for  Food  Stamp  eligibility.   Also  funded 

are  clerks,  supervisors,  auditors  quality  control  reviewers,  and  appeals 
referees.  While  the  majority  of  workers  funded  through  this  account 
perform  functions  related  to  the  determination  of  eligibility,  they  do 
so  for  only  those  households  in  the  NPA  and  SSI  Food  Stamp  categories. 
The  Food  Stamp  PA  caseload,  composed  of  those  households  receiving 
another  form  of  assistance  administered  by  the  Department,  are  certified 
for  food  stamps  by  the  same  financial  assistance  worker  who  certifies 
them  for  their  cash  grant.  For  the  NPA  and  SSI  cases  that  are  certified 
by  Food  Stamp  personnel,  the  number  of  certifiers  needed  is  set  based  on 
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a  200:1  caseload  to  worker  ratio  as  established  under  a  court  consent 
decree.  Only  specified  SSI  cases  for  whom  the  eligibility  dermination 
process  has  been  greatly  simplified  under  USDA  waivers  are  exempted  from 
this  caselaod  to  worker  ratio. 

The  next  largest  expenditure  funded  by  the  Food  Stamp  account  is  for  the 
distribution  of  the  food  stamp  coupons  to  eligible  households.  The 
Department  contracts  with  private  firms  to  act  as  the  fiscal  and  issuing 
agents  needed  to  perform  this  function.  Each  month,  Food  Stamp  house- 
holds have  mailed  to  them  monthly  cards  authorizing  them  to  obtain  Food 
Stamp  benefits.  The  issuing  agents,  most  of  which  are  banks  and  depart- 
ment and  drug  store  chains,  exchange  these  Authorizations  to  Purchase 
Food  Stamps  (ATP's)  for  the  actual  food  stamp  coupons  which  the  house- 
hold can  then  use  to  make  food  purchases.  The  fiscal  agents  are  respon- 
sible for  the  storage  and  distribution  of  the  food  stamps  to  the  issuing 
agents. 

Also  funded  by  the  account  is  the  cost  of  issuing  photo  identification 
cards  to  recipients  of  public  assistance.  This  project  is  discussed 
more  thoroughly  under  FY82  DEVELOPMENTS.  Finally,  the  cost  of  postage, 
equipment,  printing  ana'  other  miscellaneous  items  associated  with  the 
operation  of  the  Food  Stamp  Program  are  funded  out  of  this  account. 


FY82  DEVELOPMENTS 


The  Food  Stamp  Program  has  undergone  radical  change  in  FY82,  as  a  result 
of  both  federal  policy  changes  and  state  initiatives.  The  outcome  of 
these  changes  has  been  a  significant  improvement  in  the  management  of 
the  program  and  a  major  alteration  in  the  composition  of  the  Food  Stamp 
caseload. 

Changes  in  Caseload 

Three  factors  had  the  largest  impact  on  the  caseload  during  FY82 :  the 
change  in  state  policy  expanding  Food  Stamp  eligibility  to  SSI  recip- 
ients and  federal  policy  changes  in  both  the  Food  Stamp  and  AFDC  Pro- 
grams . 

Expanded  Eligibility  to  SSI  Cases.  The  total  Food  Stamp  caseload  exper- 
ienced a  net  increase  of  15,035  cases  from  the  end  of  FY81  to  the  end  of 
FY82,  which  translates  into  a  10%  growth  pattern.  Almost  all  of  the 
growth  occurred  as  a  result  of  the  expansion  of  eligibility  to  SSI 
recipients.  Prior  to  October  1981,  these  households  were  categorically 
ineligible,  but  became  eligible  in  October  as  a  result  of  a  legislative 
mandate  included  in  the  FY81  Budget.  By  the  end  of  October,  22%  of  the 
SSI  caseload,  totally  25,000  individuals,  had  applied  for  and  were 
determined  eligible  for  food  stamps.  By  November,  33,000  SSI  households 
were  receiving  food  stamps,  with  the  number  reaching  36,000  by  June 
1982.   This  amounts  to  one-third  of  the  entire  SSI  caseload. 
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Federal  Policy  Changes.  Whereas  expansion  of  eligibility  to  SSI  house- 
holds has  to  date  added  36,000  cases  to  the  Food  Stamp  caseload,  the  PA 
and  NPA  caseloads  declined  by  14%,  or  close  to  21,000  cases,  from  June 
1981  to  June  1982.  This  sizeable  decrease  is  largely  the  product  of 
federal  policy  changes  in  both  the  Food  Stamp  and  AFDC  Programs,  though 
some  of  the  decrease  is  only  indirectly  an  outcome  of  these  changes. 

The  most  important  changes  in  the  Food  Stamp  Program  to  affect  eligibil- 
ity included: 

1)  Placement  of  a  cap  on  gross  income  at  130%  of  the  poverty  level 
for  a  household  to  be  found  eligible  for  food  stamps; 

2)  Lowering  the  earned  income  disregard  from  20%  to  18%  when  deter- 
mining eligibility  for  households  with  aged  and  disabled  members 
and  when  determining  benefit  levels  for  all  eligible  households; 

3)  Exclusion  of  boarders  from  Food  Stamp  eligibility;  and 

4)  Implementation  of  the  family  unit  requirement,  which  specifies 
that  parents  and  children  who  live  together  must  apply  for  food 
stamps  as  a  single  household. 

Though  it  is  difficult  to  distinguish  caseload  declines  that  resulted 
from  federal  policy  changes  and  those  that  resulted  from  other  factors, 
it  is  estimated  that  in  total,  the  Food  Stamp  caseload  declined  by  be- 
tween 6,700  and  7,700  as  a  result  of  the  changes  in  Food  Stamp  policy. 
Implementation  in  October  1981  of  the  two  initiatives  which  changed  the 
treatment  of  earned  income  resulted  in  3,200  case  closings  in  that 
month.  The  other  two  changes  that  tightened  eligibility  were  applied  to 
the  caseload  gradually  over  a  six  month  period,  so  that  all  cases  were 
certified  based  on  the  new  eligibility  requirements  by  June  1982.  Ap- 
proximately 2,500  General  Relief  cases  lost  their  Food  Stamp  eligibility 
as  a  result  of  these  changes,  bringing  about  a  steep  drop  in  the  GR  par- 
ticipation rate  in  the  Food  Stamp  Program,  from  91%  in  September  1981  to 
77%  in  June  1982.  This  caseload  was  especially  hard  hit  because  of  the 
proportionately  large  number  of  boarders  receiving  General  Relief.  The 
NPA  caseload  lost  approximately  one  to  two  thousand  cases  as  a  result  of 
these  changes. 

In  addition,  federal  changes  in  the  AFDC  program  which  tightened  eligi- 
bility in  that  program  resulted  in  a  10,000  case  decline  in  the  PA-AFDC 
Food  Stamp  category.  While  these  households  had  been  expected  to  shift 
to  the  NPA  caseload,  many  never  applied  for  Food  Stamps,  presumably 
because  they  located  additional  employment  or  because  they  began  to 
receive  previously  diverted  child  support  payments  once  their  grants 
were  terminated,  which  placed  their  income  above  the  Food  Stamp  cap  on 
gross  income. 
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Finally,  implementation  of  tighter  eligibility  requirements  in  both  the 
Food  Stamp  and  AFDC  Programs  apparently  had  an  indirect  effect  on  the 
Food  Stamp  caseload  by  discouraging  households  from  applying  for  food 
stamps.  This  is  clearly  evidenced  by  the  fact  that  at  a  time  of  rising 
unemployment,  the  number  of  Food  Stamp  NPA  applications  received  by  the 
Department  fell  9%  from  last  year.  Moreover,  a  smaller  percentage  of 
applications  for  both  PA  and  NPA  Food  Stamps  were  approved  in  FY82  than 
in  prior  years.  Thus,  as  households  closed  off  the  Food  Stamp  caseload 
over  the  course  of  the  year,  fewer  households  were  replacing  them,  which 
resulted  in  a  continuing  decline  in  the  caseload  during  FY82. 
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Management  Improvements 

At  the  same  time  that  the  Department  implemented  extensive  changes  in 
Food  Stamp  policy,  it  proceeded  in  the  development  of  wide-sweeping 
management  initiatives  that  have  increased  administrative  efficiency  and 
improved  the  Department's  capabilities  in  the  area  of  fraud  deterence 
while  improving  service  to  clients. 

Improvements  in  administrative  efficiency  are  the  result  of  several  ini- 
tiatives undertaken  by  the  Department,  including  the  following: 

o  Increased  Automation.  On-Line  computer  terminals  have  been  in- 
stalled in  the  largest  of  the  Department's  field  offices.  These 
terminals  access  information  from  a  centralized  computer  which 
maintains  statewide  client  data.  The  availability  of  on-line  com- 
munication with  the  centralized  computer  system  has  enabled  work- 
ers in  the  local  offices  to  send  and  retrieve  client  data  almost 
immediately.  Expanded  computerization  has  also  allowed  for  the 
automatic  calculation  of  food  stamp  benefit  levels,  thereby  im- 
proving worker  productivity  and  decreasing  the  margin  of  error  in 
the  grant  determination  process.  Moreover,  by  maintaining  all 
client  information  in  an  updated  centralized  computer  system,  the 
Department  is  now  able  to  implement  mass  changes  in  eligibility 
quickly  and  accurately.  Thus,  for  example,  when  SSI  recipients 
receive  their  July  cost-of-living  increase,  the  appropriate  ad- 
justment in  their  food  stamp  allotments  can  be  made  immediately 
through  the  computerized  system,  rather  than  painstakingly  by  the 
local  office  workers. 

o  Quality  Assurance.  Also  in  FY82,  the  Department  implemented 
Quality  Assurance  reviews  of  local  offices  to  ascertain  whether 
policy  and  procedures  are  implemented  properly,  and  to  ascertain 
the  trouble  spots  for  specific  local  offices  and  individual 
workers  so  that  corrective  actions  can  be  taken  as  needed.  The 
Quality  Assurance  reviews  have  been  highly  successful  in  iden- 
tifying problem  areas  in  the  eligibility  determination  process  for 
the  AFDC  Program,  and  promises  to  be  equally  successful  for  use  in 
monitoring  local  office  performance  in  the  Food  Stamp  Program.  A 
Supervisory  Review  Instrument  (SRI)  is  also  being  developed  on  the 
basis  of  the  Quality  Assurance  review  document.  SRI  will  help 
supervisors  to  evaluate  the  performance  of  each  of  their  workers 
in  determining  Food  Stamp  eligibility 

o  Food  Stamp  Verification  Project.  The  Department  has  been  awarded 
a  federal  grant  to  determine  which  verications  in  the  Food  Stamp 
Program  are  the  most  useful  in  ensuring  the  accurate  determination 
of  eligibility  by  field  workers.  This  project  began  in  FY82  and 
will  continue  through  FY83.  If  warranted,  new  verification  proce- 
dures will  be  established  based  on  the  results  of  this  study. 
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o  Data  Matches.  As  a  means  of  acquiring  more  accurate  information 
on  the  income  and  resources  of  applicants  and  recipients,  the 
Department  routinely  performs  wage  matches  with  the  Department  of 
Revenue  as  well  as  data  matches  with  participating  banks  at  the 
time  of  application  and  recertification.  These  matches  have  been 
a  very  effective  means  of  capturing  unreported  information,  con- 
tributing to  the  accuracy  of  the  certification  process,  and 
helping  to  identify  ineligible  households. 


SSI/Food  Stamp  Demonstration  Project 

In  order  to  accomodate  the  rapid  and  substantial  increase  in  the  Food 
Stamp  caseload  resulting  from  the  expansion  of  Food  Stamp  eligibility  to 
the  SSI  population,  the  Department  established  a  centrally  located, 
highly  automated  unit  to  process  all  "simple"  SSI  cases,  that  is,  all 
SSI  cases  whose  eligibility  can  be  determined  easily  because  they  live 
alone  and  do  not  have  earned  income.  Using  this  system,  the  Demonstra- 
tion Unit  has  needed  only  ten  workers  to  maintain  the  20,000  SSI/FS 
cases  meeting  the  appropriate  criteria. 

In  addition  to  the  management  improvements  discussed  above,  all  of  which 
have  helped  to  bring  about  increased  administrative  efficiency,  the 
Department  has  implemented  other  management  initiatives  targeted  speci- 
fically at  deterring  theft  and  fraud  in  the  Food  Stamp  Program.  This 
problem  is  particularly  acute  in  the  Food  Stamp  Program  because  of  the 
ease  with  which  food  stamp  ownership  can  be  transferred  and  the  stamps 
transacted  for  food  purchases.  Because  of  food  stamp  transferability, 
recipients  are  never  sent  their  food  stamp  allotments  directly.  In- 
stead, recipients  are  mailed  monthly  Authorizations  to  Purchase  Food 
Stamps  (ATP's).  An  ATP  has  the  holder's  name  directly  on  the  card,  as 
well  as  the  date  by  which  it  must  be  exchanged  for  food  stamps.  The 
recipient  must  take  the  ATP  to  an  authorized  issuing  agent,  who  ex- 
changes the  ATP  for  food  stamps  once  the  recipient  has  presented  an  ID 
card  and  written  his  signature  on  the  ATP.  If  an  ATP  is  stolen,  the 
recipient  must  go  to  the  local  welfare  office  to  receive  an  "over  the 
counter"  ATP  before  he  can  pick  up  his  food  stamps.  While  the  use  of 
ATP's  has  limited  the  theft  of  food  stamps,  ATP's  themselves  have  become 
a  target  for  widespread  fraud  and  theft.  ATP's  are  stolen  from  post 
offices,  mail  boxes,  and  relay  boxes.  Once  stolen,  an  improper  holder 
of  an  ATP  has  had  little  difficulty  transacting  it.  In  other  instances, 
the  rightful  owner  transacts  the  ATP,  but  requests  a  replacement  from 
the  local  welfare  office  after  claiming  that  the  original  was  stolen. 
This  not  only  increases  costs  to  the  federal  government,  which  pays  for 
the  duplicate  issuance  of  food  stamps,  but  also  increases  processing 
costs,  which  are  funded  by  both  the  state  and  the  federal  governments. 

In  order  to  reduce  the  number  of  improperly  transacted  ATP's,  the  De- 
partment implemented  the  following  initiatives  in  1982: 
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o  Photo  ID  Project.  Ideally,  the  best  way  to  curb  fraudulent  activ- 
ity is  to  provide  sufficient  safeguards  to  make  such  activity  too 
difficult  to  carry  out.  The  Photo  ID  Project  helps  to  provide 
such  safeguards.  Starting  in  March  1982,  the  Department  began 
issuing  photo  ID's  to  Food  Stamp  recipients  with  a  goal  of  state- 
wide implementation  by  November  1982.  Recipients  will  be  required 
to  present  the  photo  ID  when  transacting  ATP's.  The  photo  ID's 
have  a  specially  laminated  and  embossed  finish,  which  makes  them 
both  difficult  and  costly  to  duplicate,  while  the  presence  of  a 
photo  on  the  ID  card  eliminates  the  possibility  of  anyone  but  the 
food  stamp  recipient  from  using  the  card  when  making  the  transac- 
tion. In  addition,  an  imprint  of  the  embossed  identification 
number  is  made  on  the  ATP  at  the  time  of  the  transaction.  This 
provides  proof  that  the  appropriate  ID  was  presented  to  the 
issuing  agent.  It  is  expected  that  the  use  of  photo  ID's  will 
significantly  reduce  the  number  of  replacement  ATP's  issued  due  to 
fraud  and  theft. 

o  ATP  Diversion.  While  statewide  implementation  of  the  Photo  ID 
Project  is  still  several  months  away,  the  ATP  Diversion  Project 
has  been  fully  operational  since  January  1982.  As  of  that  date, 
any  recipient  who  requests  a  replacement  ATP  twice  in  six  months 
is  no  longer  sent  an  ATP  to  the  home.  Instead,  the  recipient  must 
go  to  the  local  office  to  pick  up  his  monthly  ATP.  This  project 
has  shown  dramatic  results  since  its  implementation  six  months 
ago.  The  number  of  replacement  ATP's  issued  statewide  fell  from 
5,255  in  January  to  2,812  in  June,  a  46%  drop.  Most  of  the  de- 
crease occurred  in  Boston,  where  the  number  of  replacement  ATP's 
issued  has  in  the  past  totalled  up  to  70%  of  the  statewide  total. 
The  number  of  replacement  ATP's  issued  in  that  city  dropped  50% 
from  January  to  June. 

o  Administrative  Fraud  Hearings.  While  both  the  Photo  ID  and  the 
ATP  Diversion  Projects  serve  to  prevent  fraudulant  activity,  the 
Department  has  initiated  a  Food  Stamp  Administrative  Fraud  Unit 
which  provides  stricter  sanctions  for  those  who  are  found  guilty 
of  fraud.  This  unit,  which  became  operational  in  June  1982,  sche- 
dules administrative  fraud  hearings  for  all  Food  Stamp  cases  where 
there  is  sufficient  evidence  to  indicate  that  two  or  more  ATP's 
were  transacted  by  the  same  person  in  one  month.  For  those  cases 
found  guilty  of  receiving  duplicate  ATP  issuances,  the  household 
will  be  required  to  pay  back  the  amount  of  the  duplicate  issuance 
and  the  member  of  the  household  found  guilty  of  fraud  will  be 
disqualified  from  the  grant  for  three  months.  Presumably,  in- 
creased public  awareness  of  the  existence  of  this  unit  should  in 
and  of  itself  act  as  a  further  deterrent  to  fraud. 
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FOOD  STAMP  PROGRAM 
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FY83  and  FY84  INITIATIVES 


In  fiscal  years  1983  and  1984,  the  Department  plans  to  proceed  along  the 
course  taken  in  FY81  and  FY82:  improving  the  administration  of  the  Food 
Stamp  Program  in  a  manner  that  will  result  in  cost  savings  for  the  pro- 
gram, more  accurate  and  timely  determinations  of  eligibility,  better 
service  to  clients,  and  fraud  deterrence*  Accordingly,  the  Department 
will  continue  those  initiatives  begun  in  FY82,  including  ATP  Diversion, 
Administrative  Fraud  Hearings,  and  data  matches  with  banks  and  the  De- 
partment of  Revenue.  The  Department  also  plans  to  complete  the  develop- 
ment of  a  Supervisory  Review  Instrument,  expand  the  number  of  local 
offices  with  the  capability  to  perform  automated  Food  Stamp  grant  calcu- 
lations, and  to  complete  statewide  implementaion  of  the  Photo  ID  Pro- 
ject.  In  addition  to  these  initiatives,  the  Department  is  planning 
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several  new  management  improvements,  the  most  significant  being  the 
implementation  of  an  Electronic  Payments  System  and  the  development  of  a 
Monthly  Income  Reporting  System. 

o  Electronic  Payments  System.  The  Electronic  Payments  System  (EPS), 
targeted  for  implementation  in  April  1983,  provides  for  a  fully 
computerized  system  of  issuing  food  stamps  and  cash  assistance. 
Under  this  system,  every  Food  Stamp  and  cash  assistance  household 
will  receive  a  magnetically  encoded  number  on  their  photo  ID  card 
which,  when  presented  to  an  issuing  agent,  will  be  inserted  into  a 
terminal  which  is  connected  to  a  computerized  central  file.  Using 
this  file,  the  issuing  agent  is  informed  of  the  level  of  benefits 
which  the  client  is  eligible  for.  The  client  is  then  provided 
directly  with  the  amount  of  food  stamps  and  cash  assistance  regis- 
tered by  the  terminal.  Implementation  of  this  system  will  elimi- 
nate the  need  for  issuing  ATP's  and  Public  Assistance  checks, 
thereby  eliminating  the  costs  that  are  incurred  when  ATP's  and 
checks  are  sent  to  recipients'  homes.  It  also  precludes  the  pos- 
sibility of  duplicate  issuances,  since  the  computer  system  is  con- 
tinually updated,  and  will  indicate  any  previous  transactions 
carried  out  earlier  in  the  month.  EPS  therefore  eliminates  the 
possibility  of  theft  or  fraud  which  in  turn  will  result  in  cost 
savings  to  both  the  public  and  private  sectors. 

o  Monthly  Income  Reporting  System.  The  Omnibus  Reconciliation  Act 
of  1981  mandates  that  all  states  must  have  a  Monthly  Income 
Reporting  System  (MIRS)  in  place  for  the  Food  Stamp  Program  by 
October  1,  1983.  Under  this  system,  all  households  except 
migrants,  the  aged  and  SSI  recipients  must  send  monthly  forms  to 
the  Department  indicating  any  changes  in  their  circumstances  that 
might  affect  their  eligibility  for  food  stamps  or  their  allotment 
level.  Implementation  of  this  system  is  expected  to  increase  the 
accuracy  of  payments  to  recipients  and  to  ensure  that  ineligible 
households  do  not  receive  benefits. 

One  other  major  change  in  the  administration  of  the  Food  Stamp  Program 
is  planned  for  FY83,  and  this  involves  the  processing  of  the  SSI  cases 
on  the  Food  Stamp  caseload.  The  SSI/Food  Stamp  Demonstration  Unit  has 
proven  to  be  very  effective  in  handling  a  large  number  of  cases  with 
very  little  staff,  while  ensuring  accuracy  in  the  provision  of  benefits. 
The  U.  S.  Department  of  Agriculture  has  nonetheless  indicated  that  they 
will  not  continue  the  waivers  necessary  to  continue  this  unit  beyond 
October  1982.  These  waivers  enabled  the  Department  to  determine  eligi- 
bility without  a  face-to-face  interview  with  the  client,  and  to  simplify 
the  verification  procedures  for  these  clients  by  allowing  the  Department 
to  access  SSI  client  data  to  verify  eligibility.  As  a  result  of  the 
USDA  waivers  being  withdrawn,  the  Department  must  assign  these  cases  to 
the  local  offices  as  of  November  1,  1982.  However,  because  cases  pro- 
cessed by  the  Demonstration  Unit  are  "simple"  cases  administratively, 
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the  Department  plans  to  use  a  400:1  caselad  to  worker  ratio  for  these 
cases  once  they  are  transfered  to  the  local  offices,  rather  than  the 
200:1  ratio  in  effect  for  all  other  SSI  and  NPA  Food  Stamp  cases. 


FOOD  STAMP  ERROR  RATE  AND  FY83  CORRECTIVE  ACTIONS 

The  Food  Stamp  payment  error  rate  is  the  primary  tool  used  to  measure 
the  Department's  accuracy  in  determining  Food  Stamp  eligibility  and 
benefit  levels.  The  allotment  error  rate  is  based  on  a  sample  of 
issuances  made  during  the  six-month  interval  being  evaluated,  and 
reflects  the  value  of  food  stamp  overissuances  and  issuances  to  ineli- 
gibles  as  a  percentage  of  total  issuances.  The  state's  error  rate  must 
not  exceed  the  federal  target  rate  if  the  state  is  to  avoid  federal 
fiscal  sanctions. 

If  the  error  rate  is  higher  than  the  target  rate,  the  state  will  be 
charged  for  one  percentage  of  the  value  of  total  benefits  for  every  per- 
centage that  the  error  rate  is  above  the  target.  With  benefits  total- 
ling about  $85  million  during  every  six  month  period  evaluated,  the 
Department  could  be  docked  $85,000  for  ever  .1%  of  error  above  the 
target.  Final  error  rates  are  not  yet  available  for  the  April  -  Septem- 
ber 1981  and  October  1981  -  March  1982  periods,  but  preliminary  esti- 
mates indicate  error  rates  of  11.9%  and  12.8%  respectively,  of  which  the 
largest  component  in  error  was  in  the  reporting  of  earned  income,  with 
unearned  income  and  assets  errors  the  next  two  most  frequently  occurring 
errors.  The  error  rate  for  both  periods  were  below  the  estimated  fed- 
eral sanction  rate  of  13.5%  and  showed  an  improvement  from  the  error 
rate  of  previous  years.  They  must  still  be  reduced  further,  however,  to 
ensure  that  the  state  will  not  be  subject  to  sanctions. 

Many  of  the  initiatives  discussed  in  the  previous  sections  of  this 
narrative  should  help  to  lower  the  error  rate  substantially.  These 
include  the  conducting  of  Quality  Assurance  Reviews  which  will  be  used 
to  pinpoint  particular  problems  in  the  eligibility  determination  process 
and  to  develop  appropriate  corrective  actions;  the  use  of  asset  and  bank 
matches  for  all  applicants  or  recipients  being  certified;  continued 
expansion  of  an  automated  eligibility  determination  process  which  should 
improve  accuracy  and  timeliness;  and  the  implementation  of  the  Monthly 
Income  Reporting  System  which  will  maintain  up-to-date  information  on  a 
client's  circumstances.  In  addition,  once  the  study  of  the  effective- 
ness of  different  verifications  has  been  completed,  the  results  will  be 
used  to  develop  verification  procedures  that  are  most  likely  to  reduce 
errors  in  eligibility  determinations. 
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FY84  REQUEST 

The  Department  is,  requesting  $12,309  million  for  the  Food  Stamp  account 
in  FY84.  This  is  slightly  less  than  the  FY83  appropriation  of  $12,866 
million.  This  stability  in  total  costs  is  actually  the  result  of  sev- 
eral cost  reductions  countered  by  increases  in  other  areas.  The  largest 
decrease  results  from  transferring  the  cost  of  the  Photo  ID  Project  from 
the  Food  Stamp  account  to  the  General  Administration  account.  $1.1  mil- 
lion in  funding  for  Photo  ID  was  included  in  the  Food  Stamp  account 
during  FY83  because  federal  regulations  mandated  the  use  of  photo  ID 
cards  in  the  Food  Stamp  Program.  However,  because  the  Department  is 
issuing  these  cards  to  other  recipients  of  public  assistance,  including 
AFDC,  General  Relief,  and  Refugee  Assistance,  the  Department  has  deter- 
mined it  more  appropriate  to  transfer  funding  for  the  Photo  ID  Project 
to  the  General  Adminstration  account.  Also  lowering  costs  in  this 
account  is  the  transfer  to  the  General  Administration  account  of  all 
personnel  courrently  funded  in  the  Food  Stamp  account  but  not  performing 
Food  Stamp  Program-related  functions.  This  will  decrease  Food  Stamp 
administrative  costs  by  $700,000.  One  other  FY83  expenditure  that  will 
no  longer  be  incurred  in  the  Food  Stamp  account  during  FY84  Is  the 
$575,000  in  developmental  costs  for  the  Electronic  Payments  System, 
which  is  expected  to  be  operational  by  the  beginning  of  FY84.  The  cost 
of  operating  the  Electronic  Payments  System  will  not  be  determined  until 
proposals  are  submitted  and  a  contract  awarded.  However,  the  Department 
anticipates  these  costs  to  approximate  those  of  the  current  system  of 
issuing  food  stamps. 

While  the  items  mentioned  above  either  maintain  or  lower  costs  in  the 
Food  Stamp  Program,  three  factors  result  in  program  cost  increases  from 
FY83:  a  projected  caseload  increase  from  171,999  in  FY83  to  178,994  in 
FY84,  which  results  in  increases  in  processing  and  personnel  costs 
totalling  $770,000;  cost-of-living  increases  in  wages  to  Food  Stamp 
personnel  totalling  $330,000;  and  implementation  of  the  Monthly  Income 
Reporting  System  for  the  Food  Stamp  Program,  at  a  cost  of  $410,000. 


Caseload  Projection 

The  Department  is  projecting  a  FY83  Food  Stamp  caseload  of  171,999  and  a 
FY84  Food  Stamp  caseload  of  178,994.  This  translates  into  a  3,336  case 
increase  from  FY82  to  FY83,  and  another  6,995  case  increase  from  FY83  to 
FY84.  Several  factors  account  for  this  growth.  The  single  most  impor- 
tant factor  is  the  full  year  impact  of  expanding  Food  Stamp  eligibility 
to  the  SSI  population.  Also  affecting  caseload  growth  is  a  slowly  ris- 
ing Food  Stamp  participation  rate  for  SSI  cases,  following  the  normal 
trend  for  populations  that  are  newly  eligible  for  benefits.  Some  of  the 
increase  in  the  NPA  caseload  is  a  result  of  population  growth  within  the 
income  classes  that  are  Food  Stamp  eligible,  as  forecast  by  the  Univer- 
sity of  Massachusetts  Economic  Policy  Analysis  model  of  population  and 


-143- 


economic  trends  in  Massachusetts;  while  some  of  the  PA  increase  results 
from  caseload  growth  in  the  AFDC  and  General  Relief  Program  due  to  demo- 
graphic and  economic  factors.  The  PA  caseload  will  also  experience  some 
growth  due  to  the  annual  cost-of-living  adjustments  in  the  Food  Stamp 
eligibility  ceilings,  which  increase  the  number  of  Food  Stamp  eligible 
recipients  of  public  assistance.  In  addition,  the  increase  in  the  AFDC 
standard  of  need  will  result  in  a  small  increase  in  the  Food  Stamp  AFDC 
portion  of  the  Food  Stamp-PA  caseload. 

Some  of  the  growth  in  the  Food  Stamp  caseload  will  be  countered  by 
declines  resulting  from  the  full  year  impact  of  FY82  federal  policy 
changes  in  both  the  AFDC  and  Food  Stamp  Programs,  the  continued  impact 
of  the  Work  and  Training  Program  in  placing  AFDC  recipients  in  employ- 
ment, and  management  Improvements  in  both  the  Food  Stamp  and  AFDC  Pro- 
grams. 

Finally,  AFDC  policy  changes  which  limit  eligibility  for  pregnant  women 
to  the  third  trimester  of  pregnancy  and  which  make  18-21  year  olds  inel- 
igible for  AFDC  will  result  in  a  shift  of  Food  Stamp  cases  from  the  PA 
to  the  NPA  category.  A  further  transfer  of  cases  from  PA  to  NPA  will 
occur  as  AFDC-ineligible  Refugee  Assistance  cases  close  off  that  program 
but  remain  eligible  for  food  stamps  after  their  eighteenth  month  in  the 
country. 
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CASELOAD  FORECAST 

FY83 

FY82  Caseload 

FY82  Food  Stamp  Policy  Changes 

FY82  AFDC  Policy  Changes 

Economy  and  Demographics 

Increase  in  PA  Program  Caseload  and 
FS  Participation  Rates  (excluding  in- 
creases resulting  from  policy  changes) 

AFDC  Policy  Changes: 

Increased  Need  Standard               582  (146)  436 

Winter  Clothing  Allowance              144  (36)  108 

Pregnant  Women  off  AFDC  (226)  226  0 

18-21  Year  Olds  off  AFDC               899  899  0 
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FY83  CASELOAD  94,704   40,684  36,611   171,999 
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FY84  PA      NPA      SSI     TOTAL 

FY83  Caseload  94,704   40,684   36,586   171,999 

Economy  and  Demographics  2,188  2,188 

Increase  in  PA  Programs'  Caseload     3,696  3,696 

and  Participation  Rates  (excluding 
increase  resulting  from  policy  changes) 

AFDC  Policy  Changes: 

Increased  Need  Standard 
Cost  of  Living  Increase 
Pregnant  Women 

AFDC  Management  Improvements 

Work  and  Training  Program 

Time  Limit  on  Refugee  Eligibility 

Food  Stamp  Management  Improvements  (237)  (237) 

SSI  Increased  Participation        2,191    2,191 

FY84  CASELOAD  96,555   43,662   38,777   178,994 
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SUPPLEMENTAL  SECURITY  INCOME  (4405-2000) 

FY81  FY82  FY83  FY84 

EXPENDITURES/ 

APPROPRIATION*  120,944,838     117,577,018    118,630,440    119,139,000 

CASELOAD  120,019       112,154        108,327        105,402 

DESCRIPTION 

The  Supplemental  Security  Income  (SSI)  program  is  a  federally  adminis- 
tered, but  partly  state-funded,  program  which  provides  cash  assistance 
to  the  elderly,  disabled,  and  blind.  As  the  name  implies,  the  program 
is  meant  to  supplement  other  sources  of  income,  such  as  retirement  and 
disability  benefits,  when  these  income  sources  are  inadequate;  it  also 
provides  a  basic  living  standard  to  those  who  do  not  have  other  income. 

Administration  and  Funding  of  the  SSI  Program 

The  state/federal  cost-sharing  mechanism  in  SSI  differs  from  those  of 
programs  such  as  AFDC  and  Medicaid.  The  SSI  program  is  administered  by 
the  federal  Social  Security  Administration,  which  provides  cash  assis- 
tance based  on  a  nationwide  standard.  This  standard  increases  each  year 
at  the  same  rate  as  Social  Security  benefits.  States  have  the  option  of 
supplementing  the  federal  payments.  Massachusetts  is  one  of  42  states 
making  these  optional  supplemental  payments,  and  one  of  26  states 
choosing  to  have  its  payments  administered  through  the  Social  Security 
Administration.  The  state  receives  monthly  bills  from  the  Social  Secur- 
ity Administration  for  the  cost  of  supplements;  the  Department  pays  only 
the  cost  of  supplements  to  the  aged  and  disabled,  while  the  Commission 
for  the  Blind  pays  for  supplements  to  the  blind.  As  of  June,  1981, 
Massachusetts  had  the  third-highest  supplementation  levels  in  the 
country,  after  Alaska  and  California. 

Federal  regulations  require  that  a  recipient's  income  from  other  sources 
first  be  used  to  offset  the  federal  payment;  only  after  the  federal 
share  is  reduced  to  zero  does  income  begin  to  offset  the  state  supple- 
ment. This  contrasts  sharply  with  such  programs  as  AFDC,  where  each 
dollar  of  recipient  income  reduces  state  and  federal  contributions  pro- 
portionately.  Thus,  even  though  the  state  supplement  in  most  categories 
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Figure  1 

DEMOGRAPHICS  OF  THE  SSI  AGED  AND  DISABLED  CASELOAD 
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is  much  smaller  than  the  federal  basic  grant  (see  "Benefit  Levels"),  the 
state  actually  pays  nearly  half  the  total  costs.  In  fact,  the  state 
fraction  of  program  costs  in  federal  FY81  was  larger  for  SSI  (49.0%) 
than  for  AFDC  and  Medicaid  (48.25%). 

Just  as  the  federal  government  may  impose  financial  sanctions  on  Massa- 
chusetts if  our  AFDC  and  Medicaid  error  rates  are  above  a  target  figure, 
so  it  incurs  a  financial  liability  to  Massachusetts  if  its  SSI  error 
rate  is  above  a  tolerance  level.  For  the  federal  fiscal  year  ending 
September,  1980  (the  most  recent  year  for  which  data  are  available),  the 
tolerance  level  was  4%.  The  actual  error  rate  was  6.18%  in  the  first 
half  of  the  year  and  4.93%  in  the  second,  resulting  in  a  net  federal 
liability  to  Massachusetts  of  $634,328. 


CHARACTERISTICS  OF  THE  SSI  CASELOAD 

Figure  1  shows  some  of  the  salient  characteristics  of  the  aged  and 
disabled  recipients  of  SSI.  Both  groups  are  predominately  white  and 
female,  though  the  aged  have  a  higher  proportion  of  both  than  the  dis- 
abled. The  aged  are  considerably  more  likely  than  the  disabled  to  have 
outside  income  —  virtually  all  the  aged,  for  instance,  have  some 
Social  Security  income,  while  only  three-fifths  of  the  disabled  do.  Few 
recipients  in  either  group  have  earnings:  among  the  aged  the  proportion 
is  almost  negligible. 

It  is  noteworthy  that  Massachusetts' s  aged  population  has  the  largest 
fraction  of  SSI  recipients  —  10.2  percent  —  of  any  state  in  the 
Northeast  or  Midwest.  Since  Massachusetts  does  not  have  an  unusually 
large  proportion  of  the  aged  below  the  poverty  level,  the  high  par- 
ticipation rate  in  Massachusetts  must  be  attributable  to  the  state's 
relatively  high  benefit  levels. 


BENEFIT  LEVELS 

Table  A  shows  maximum  monthly  benefit  levels,  called  payment  standards, 
for  various  categories  of  SSI  recipients.  Payment  standards  depend  on 
whether  the  individual  is  aged,  blind  or  disabled,  as  well  as  on  living 
arrangement.  With  the  exceptions  discussed  below,  these  standards 
represent  the  grant  amount  for  an  SSI  recipient  with  no  other  income. 

Most  SSI  recipients,  however,  do  have  other  income.  In  determining  the 
SSI  grant  amount,  the  first  $20  per  month  of  outside  income  is  disre- 
garded. In  addition,  those  who  receive  earned  income  have  an  additional 
$65  disregarded  for  work-related  expenses.  The  remaining  unearned 
income  reduces  the  SSI  grant  dollar-for-dollar,  while  the  remaining 
earned  income  reduces  the  grant  by  fifty  cents  for  each  dollar  earned. 
As  noted  above,  recipient  income  is  used  first  to  reduce  the  federal 
portion  of  the  grant. 
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TABLE  A 

SSI  PAYMENT 

STANDARDS  FOR 

MASSACHUSETTS 

EFFECTIVE  JULY  1, 

,  1982 

Aged 

Disabled 

Blind 

INDIVIDUAL 

Full  Cost 

Federal  Payment 

$284.30 

$284.30 

$284.30 

of  Living 

State  Supplement 

137.22 

122.79 

158.14 

Total  Standard 

$421.52 

$407.09 

$442.44 

Shared 

Federal  Payment 

$284.30 

$284.30 

$284.30 

Living 

State  Supplement 

47.66 

38.80 

158.14 

Expenses 

Total  Standard 

$331.96 

$323.10 

$442.44 

Household 

Federal  Payment 

$189.53 

$189.53 

$189.53 

of  Another* 

State  Supplement 

109.96 

93.18 

252.90 

Total  Standard 

$299.49 

$282.71 

$442.43 

Rest  Home 

Federal  Payment 

$284.30 

$284.30 

$284.30 

State  Supplement 

179.98 

179.98 

158.14 

Total  Standard 


$464.28 


$464.28 


$442.44 


MEMBER  OF  A  COUPLE 


Full  Cost 
of  Living 


Shared 
Living 
Expenses 

Household 
of  Another* 


Rest  Home 


Federal  Payment 
State  Supplement 
Total  Standard 

Federal  Payment 
State  Supplement 
Total  Standard 

Federal  Payment 
State  Supplement 
Total  Standard 

Federal  Payment 
State  Supplement 
Total  Standard 


$213.20 

$213.20 

$213.20 

107.16 

96.33 

229.24 

$320.36 

$309.53 

$442.44 

$213.20 

$213.20 

$213.20 

107.16 

96.33 

229.24 

$320.36 

$309.53 

$442.44 

$142.13 

$142.13 

$142.13 

112.10 

101.29 

300.30 

$254.23 

$243.42 

$442.43 

$213.20 

$213.20 

$213.30 

251.08 

251.08 

229.24 

$464.28 


$464.28 


$442.44 


*0ne-third  of  the  federal  payment  standard  is  deducted  as  in-kind  income  for 
people  in  this  category.   The  table  shows  the  payment  after  this  computation. 
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Payments  to  Recipients  in  Certain  Living  Arrangements 

The  payment  standards  vary  for  different  living  arrangements,  to  take 
account  of  differences  in  living  costs.  Those  who  share  living  expenses 
or  live  in  the  household  of  another  receive  less  than  those  who  live 
alone.  However,  people  living  with  their  immediate  family  or  in  congre- 
gate housing  receive  the  "full  cost  of  living"  payments,  as  though  they 
were  living  alone.  The  state  has  adopted  this  policy  in  order  to  en- 
courage recipients  to  live  with  their  families  or  in  congregate  housing. 


Mandatory  Supplementation  Cases 

One  group  in  the  SSI  population  which  is  not  paid  according  to  the  pay- 
ment standards  table  is  the  mandatory  supplementation  cases,  or  manda- 
tories. When  the  federal  government  assumed  responsibility  for  the  SSI 
population  in  1974,  it  "grandfathered"  those  recipients  who  had  been 
receiving  more  under  the  old  state-administered  program  than  they  would 
under  the  new  standard.  States  were  required  to  give  these  recipients, 
the  mandatories,  a  supplementary  payment  sufficient  to  keep  them  at 
their  old  level. 

This  group  is  discussed  further  in  the  section  below  on  cost-of-living 
increases. 


Rest  Home  and  Nursing  Home  Cases 

Recipients  institutionalized  in  rest  homes  and  nursing  homes  are  also 
paid  differently  from  other  recipients.  Those  in  rest  homes  are 
entitled  to  the  full  cost  of  the  rest  home  plus  an  $80  per  month  per- 
sonal needs  allowance.  If  this  is  greater  than  the  recipient's  entitle- 
ment using  the  payment  standard,  the  state  pays  the  difference  directly 
to  the  rest  home.   The  latter  payment  is  entirely  state-funded. 

SSI  recipients  in  nursing  homes  have  their  expenses  covered  by  Medicaid. 
The  only  SSI  payment  they  receive  is  a  $40  personal  needs  allowance,  of 
which  the  state  share  is  $15. 


Non-Cash  Benefits 

In  addition  to  the  cash  payments  administered  by  the  Social  Security 
Administration,  SSI  recipients  are  also  eligible  to  participate  in  two 
state-run  programs:  Food  Stamps  and  Medicaid.  In  July,  1982,  about  30% 
of  SSI  recipients  received  monthly  Food  Stamp  allotments,  with  an  aver- 
age value  of  $26.  The  cost  of  Medicaid  benefits  for  SSI  recipients  in 
FY82  averaged  $118  per  month  for  the  aged  and  $257  per  month  for  the 
disabled. 
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Figure  2 

Cumulative  %  Increase  in  SSI  Benefits  Compared  to 
Cumulative  %  Increase  in  Social  Security  Benefits 

July  1976-July  1982 
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COST-OF-LIVING  INCREASES  AND  STATE  PASS-ALONG 

Each  July,  the  federal  portion  of  the  SSI  payment  standard  automatically 
increases  to  keep  pace  with  changes  in  the  cost  of  living,  as  measured 
by  the  Consumer  Price  Index  (CPI).  The  increase  is  the  same  as  for 
Social  Security  benefits.  In  general,  however,  the  state  supplement 
increases  by  less  than  the  change  in  the  CPI  —  in  recent  years,  it  has 
not  increased  at  all. 

Thus,  the  total  percentage  change  in  the  payment  standard  is  less  than 
the  CPI  change  (see  Figure  2).  In  July,  1982,  for  instance,  the  federal 
benefit  increased  by  7.4%,  or  $19.60  for  an  individual  living  alone. 
The  state  supplement  did  not  increase  at  all,  so  the  increase  in  the 
total  payment  standard  for  such  a  case  was  just  $19.60,  or  4.9%.  In 
FY84,  we  project  a  CPI  increase  of  6.8%,  resulting  in  an  increase  in  the 
payment  standard  of  4.6%. 

Most  SSI  recipients  have  Social  Security  income  (see  "Characteristics  of 
the  SSI  Caseload").  Because  the  annual  increase  in  Social  Security  is 
greater  than  the  annual  increase  in  the  SSI  payment  standards,  some 
recipients  whose  Social  Security  income  was  close  to  the  payment  stan- 
dard go  over  the  eligibility  level  when  they  receive  their  Social 
Security  increase  in  July.  This  causes  a  drop  in  the  caseload  each  July 
that  is  quite  noticeable,  especially  for  the  aged  (see  Figure  3).  In 
welfare  argot,  individuals  who  lose  SSI  eligibility  due  to  Social 
Security  increases  are  known  as  "Pickle  cases,"  after  an  amendment 
introduced  by  Rep.  J.  J.  Pickle  which  permits  them  to  retain  Medicaid 
eligibility  even  though  they  are  no  longer  eligible  for  SSI. 


The  Frazier-O'Neill  Amendment  and  the  Mandatories 

The  Frazier-O'Neill  Amendment  of  1978  was  designed  to  ensure  that  states 
pass  along  federal  cost-of-living  increases  to  recipients,  rather  than 
reaping  the  benefits  themselves  by  reducing  state  supplements.  The 
amendment  requires  states  to  maintain  their  previous  supplementation 
levels.  Federal  regulations  permit  this  requirement  to  be  met  in  either 
of  two  ways.  The  state  may  maintain  the  same  supplementation  level  to 
each  recipient;  or  it  may  reduce  supplements  to  some  recipients  and 
increase  them  to  others,  in  effect  targeting  the  federal  increase, 
provided  that  total  expenditures  are  at  least  as  great  as  the  previous 
year ' s • 

Massachusetts  had  always  chosen  to  target  increases  to  those  most  in 
need.  Two  groups  generally  did  not  have  the  federal  increases  passed 
along:   recipients  in  rest  homes,  and  mandatories. 
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For  rest  home  cases,  this  difference  was  not  important,  as  the  state 
paid  the  difference  between  the  payment  standard  and  the  rest  home  cost 
anyway.  The  justification  for  not  passing  along  the  increase  to  man- 
datories was  horizontal  equity:  individuals  in  identical  situations 
should  be  treated  identically.  Since  mandatories  receive  higher  bene- 
fits than  those  in  the  same  circumstances  who  came  on  the  caseload 
later,  the  Department's  policy  was  to  keep  the  mandatories  at  their  ori- 
ginal benefit  level  and  allow  them  to  be  absorbed  into  the  regular  case- 
load as  payment  standards  increased  to  the  level  of  their  benefits.  As 
a  result  of  this  absorption  process,  the  number  of  mandatories  decreased 
from  37,000  in  1974  to  3,000  in  1981. 

Because  the  SSI  caseload  has  been  decreasing,  however,  the  state  was 
unable  to  meet  the  requirement  that  its  total  expenditures  not  decrease. 
It  therefore  had  to  switch  to  the  uniform  pass-along  method  in  FY82. 
Federal  regulations  required  that,  in  making  this  switch,  mandatories 
and  nursing  home  cases  receive  retroactive  cost-of-living  increases,  not 
only  for  the  previous  year,  but  all  the  way  back  to  Till.  Thus,  some 
mandatories  received  very  substantial  grant  increases.  Furthermore,  the 
same  increase  had  to  be  applied  to  those  who  had  been  absorbed  into  the 
regular  caseload.  As  a  result,  the  number  of  mandatories  increased,  and 
is  now  about  3,900.  Interestingly,  the  Tax  Equity  and  Fiscal  Responsi- 
bility Act  of  1982  changed  the  law  to  permit  states  to  switch  to  the 
uniform  method  by  simply  keeping  all  supplements  at  the  previous  year's 
level,  but  this  change  came  too  late  to  affect  Massachusetts. 

Another  issue  relating  to  pass-along  and  the  mandatories  is  Food  Stamp 
cash-out.  Federal  regulations  permit  states  either  to  offer  Food  Stamps 
to  eligible  SSI  recipients  or  to  provide  a  $10  monthly  cash  equivalent 
payment.  In  October,  1981,  Massachusetts  changed  from  the  cash  equiva- 
lent payment  to  Food  Stamp  eligibility.  In  addition,  the  Department 
continued  to  pay  the  $10  cash  equivalent  to  all  recipients  except  manda- 
tories —  again,  a  step  toward  equalizing  payment  levels.  A  bizarre 
quirk  in  federal  regulations,  however,  led  SSA  officials  to  rule  that 
failure  to  continue  paying  the  $10  to  every  recipient  was  a  violation  of 
pass-along  restrictions.  The  Department  has  requested  a  clarification 
or  policy  change  from  the  Secretary  of  Health  and  Human  Services. 


EMERGENCY  NEEDS 

The  FY83  budget  includes  an  appropriation  of  $630,440  for  the  Emergency 
Needs  account.  This  account,  funded  entirely  by  the  state,  assists  SSI 
recipients  who  are  victims  of  natural  disasters  or  fires.  It  also  funds 
moving  expenses  (up  to  $150)  for  recipients  who  must  move  because  of 
disaster,  eviction,  or  substandard  or  unsafe  housing,  or  to  live  in  sub- 
sidized housing  or  housing  for  the  elderly.  Finally,  it  pays  burial 
expenses  of  recipients,  up  to  a  maximum  of  $300.  Several  bills  are 
currently  under  consideration  in  the  Legislature  to  raise  this  maximum; 
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the  Department  has  budgeted  on  an  increase  to  $700,  effective  in  FY83. 
About  49%  of  this  account  goes  toward  burials,  39%  to  moving  expenses, 
and  12%  to  other  emergency  needs.  The  elderly  have  a  somewhat  higher 
proportion  of  burial  expenses  and  a  lower  proportion  of  moving  and  other 
expenses  than  the  disabled. 

For  FY84,  the  Department  is  proposing  to  merge  this  account  with  the  SSI 
account,  for  the  sake  of  administrative  simplicity.  No  increase  is 
requested,  since  caseload  declines  are  expected  to  approximately  offset 
cost  increases. 


FY84  REQUEST 

The  FY84  request  of  $119,139,000  is  $509,000  higher  than  the  FY83 
appropriation  for  SSI  and  Emergency  Needs.  This  increase  is  the  net 
result  of  three  factors: 

o  A  decrease  of  2.7%  in  the  projected  caseload. 

o  An  increase  of  311%  in  the  projected  average  state  supplement. 

o  An  increase  of  6.7%  in  the  projected  cost  of  rest  homes. 

Caseload  Decrease 

About  1,300  of  the  projected  2,900  caseload  decrease  represents  Pickle 
cases.  This  is  somewhat  lower  than  the  number  of  Pickles  in  recent 
years:  the  expected  lower  inflation  rate  for  next  year  will  result  in  a 
smaller  divergence  between  CPI  and  SSI  increases,  resulting  in  a  smaller 
number  of  Pickles.  The  remainder  of  the  caseload  decrease  occurs  gra- 
dually over  the  year  as  other  sources  of  income  increase  with  inflation. 

Average  Supplement 

The  cases  that  drop  off  SSI  each  year  due  to  exceeding  the  income  eligi- 
bility standards  are  those  who  were  receiving  the  smallest  supplement, 
since  they  generally  were  close  to  the  ceiling  before.  At  the  same 
time,  those  who  have  little  or  no  outside  income  receive  an  increase  in 
their  SSI  check  because  the  increase  in  payment  standards  is  not  offset 
by  an  increase  in  other  income.  The  net  effect  is  to  increase  the 
average  supplement  received.  For  FY84  this  increase  is  projected  at 
$2.67. 
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Rest  Homes 

The  projected  increase  in  rest  home  costs  assumes  a  9%  rate  increase  in 
October,  1983,  based  on  recent  historical  trends.  Because  rest  home 
vendor  payments  represent  the  difference  between  payment  levels  and  rest 
home  costs,  a  small  difference  between  the  rate  of  increase  in  payment 
levels  and  the  rate  of  increase  in  rest  home  costs  can  lead  to  a  large 
change  in  the  amount  of  vendor  payments.  We  project  an  increase  from 
$6.8  million  in  FY82  to  $10.5  million  in  FY84. 
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REFUGGEE  ASSISTANCE  (4409-3000) 

FY81         FY82 

FEDERAL  EXPENDITURES*  $15,077,162  $23,128,919 

Refugee  Resettlement  Caseload  2,048        3,457 

Cuban/ Haitian  Entrant  Caseload  37         287 

TOTAL  2,085        3,744 


DESCRIPTION 

Refugee  Assistance  comprises  two  100%  federally  funded  assistance 
programs  for  new  immigrants:  The  Refugee  Resettlement  Program  and  the 
Cuban/Haitian  Entrant  Program.  The  Refugee  Resettlement  Program  (RRP) 
provides  cash  and  medical  assistance  to  refugees  regardless  of  their 
country  of  origin.  This  assistance  is  made  available  for  up  to  three 
years  after  a  refugee's  entry  into  the  country.  Social  services  are 
also  provided  through  this  program,  with  no  time  limit  placed  on  eligi- 
bility. To  qualify  for  assistance  under  the  Refugee  Resettlement  Pro- 
gram, a  person  must  have  refugee  status  as  specified  by  the  Immigration 
and  Nationality  Act.  This  Act  defines  a  refugee  as  any  person  who  is 
unable  or  unwilling  to  return  to  the  country  of  his  nationality  or  the 
country  of  his  last  residence  because  of  "persecution  or  a  well-founded 
fear  of  persecution  on  account  of  race,  religion,  nationality,  mem- 
bership in  a  particular  social  group,  or  political  opinion."  Refugee 
Assistance  is  provided  to  such  persons  to  ensure  that  their  basic  needs 
are  met  during  their  initial  stay  in  the  country,  and  to  assist  them  in 
achieving  economic  self-sufficiency  as  quickly  as  possible.  To  this 
end,  cash  and  medical  assistance  made  available  through  the  Refugee 
Resettlement  Program  are  limited  to  a  transitional  period,  while  RRP 
social  services  focus  on  helping  refugees  adapt  to  American  life,  and 
providing  the  tools  needed  for  refugees  to  become  self-supporting.  For 
most  refugees,  this  goal  is  at  one  with  their  own,  for  their  life  orien- 
tation in  their  homelands  has  been  one  of  self-sufficiency.  With  appro- 
priate assistance  provided  upon  arrival  in  the  United  States,  most  have 
become  self-supporting  here  as  well. 


*  Includes  cash  and  medical  assistance,  social  services,  and  adminis- 
trative costs. 
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The  second  Refugee  Assistance  Program  —  the  Cuban/Haitian  Entrant  Pro- 
gram (CHEP)  —  technically  does  not  serve  the  refugee  population,  but  is 
instead  targeted  to  those  Cubans  and  Haitians  who  came  to  the  United 
States  between  April  and  October  1980,  and  were  given  Entrant  status 
rather  than  refugee  status  on  the  presumption  that  a  fear  of  persecution 
in  their  county  of  origin  was  not  the  primary  reason  for  their  emigra- 
tion. This  program  provides  the  same  kinds  of  benefits  and  services  to 
the  Entrants  as  the  Refugee  Resettlement  Program  provides  to  refugees. 
Both  the  Cuban/Haitian  Entrant  and  the  Refugee  Resettlement  Programs 
were  established  in  1980,  and  are  the  most  recent  of  a  series  of  pro- 
grams implemented  over  the  years  to  accomodate  the  needs  of  new  immi- 
grants to  the  United  States  until  they  are  able  to  become  self-support- 
ing. 


A  HISTORICAL  PERSPECTIVE  ON  REFUGEE  ASSISTANCE  PROGRAMS 

The  current  refugee  population  is  only  the  latest  of  a  long  stream  of 
refugees  coming  to  this  country  throughout  the  century,  including  the 
Russian  and  Armenian  refugees  of  the  early  1900' s,  the  European  Jews  of 
the  1930' s,  the  Chinese  who  came  in  the  late  1940' s,  the  Hungarians  in 
the  1950' s,  and  the  Cubans  in  the  1960fs.  Countless  others  have  come  to 
America  under  the  same  circumstances,  for  the  persecution  of  a  country's 
citizens  has  unfortunately  been  a  recurrent  phenomenon  throughout  his- 
tory. Most  recently,  the  refugee  population  in  the  United  States  has 
encompassed  a  mix  of  peoples  from  throughout  the  world,  including  those 
from  Indochina,  the  Soviet  Union,  Eastern  Europe,  the  Near  East,  Africa, 
Latin  America,  and  the  Caribbean.  The  vast  majority,  however,  are  Viet- 
namese, Laotian,  and  Cambodian  refugees  who  fled  Indochina  as  a  result 
of  the  political  turmoil  and  persecution  of  those  countries'  citizens 
over  the  past  decades. 

The  responsiveness  of  government  programs  to  the  needs  of  refugees  has 
vacillated  over  time  and  from  refugee  group  to  refugee  group.  During 
the  isolationist  period  of  the  1930' s,  little  assistance  was  offered  to 
refugees  entering  the  country,  but  American  hospitality  increased  with 
the  arrival  of  the  Hungarian  refugees  in  the  1950' s,  and  since  the 
1960's,  a  variety  of  federal  programs  have  been  developed  to  provide 
financial  assistance,  social  services  and  health  care.  The  trend  during 
the  1960's  and  1970' s  had  been  to  target  each  new  assistance  program  to 
a  particular  refugee  group.  In  1961,  a  program  to  aid  Cuban  refugees 
was  established,  and  in  1975,  with  the  substantial  influx  of  Indochinese 
refugees,  an  assistance  program  was  established  specifically  to  provide 
for  this  population. 

In  October,  1980,  the  United  States  enacted  the  Refugee  Resettlement 
Program.  This  program,  authorized  by  the  Refugee  Act  of  1980  (PL-96- 
212),  extended  eligibility  to  all  refugees,  regardless  of  their  country 
of  origin,  and  thereby  also  served  to  consolidate  all  refugee  assistance 
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under  one  program.  With  the  implementation  of  this  program,  the  Indo- 
chinese  Assistance  Program  was  terminated,  and  the  program  of  assistance 
to  Cuban  refugees  was  phased  out,  with  the  states  paying  an  increasing 
share  of  the  program's  costs  throughout  the  phase-out  period,  until  its 
termination  in  December  1981. 

The  enactment  of  the  Refugee  Resettlement  Program  reflected  a  turning 
point  in  American  refugee  policy,  whereby  the  federal  government  for  the 
first  time  initiated  a  comprehensive  refugee  policy  which  acknowledged 
the  country's  responsibility  to  provide  assistance  to  all  refugees  in 
need.  Contained  in  the  Refugee  Act  is  a  declaration  by  Congress  that 
"it  is  the  historic  policy  of  the  United  States  to  respond  to  the  urgent 
needs  of  persons  subject  to  persecution  in  their  homelands",  and  that 
the  objectives  of  this  Act  include  establishing  "comprehensive  and  uni- 
form provisions  for  the  effective  resettlement  and  absorption  of 
refugees."  The  program  also  set  a  time  limit  for  refugee  assistance, 
restricting  this  assistance  to  the  first  thirty-six  months  in  the 
country.  Thereafter,  refugees  would  be  determined  eligible  for  assis- 
tance on  the  same  basis  as  other  Americans,  on  the  presumption  that 
refugees  have  had  sufficient  time  during  those  three  years  to  establish 
themselves. 

Despite  the  comprehensiveness  of  the  1980  Refugee  Act  in  its  treatment 
of  the  refugee  population,  it  made  no  provision  for  non-refugee  immi- 
grants in  need.  And  yet,  in  the  same  year  that  the  Refugee  Act  was 
passed  into  law,  thousands  of  Cubans  and  Haitians  entered  the  United 
States,  most  of  whom  were  seeking  greater  economic  opportunities  and 
personal  liberties.  Though  the  distinction  between  the  quest  for  per- 
sonal freedoms  and  the  fleeing  of  persecution  in  one's  homeland  is  dif- 
ficult to  define,  the  federal  government  determined  that  this  most 
recent  case  of  new  immigrants  did  not  have  a  fear  of  persecution  as 
their  primary  motivation  for  leaving  their  homeland  and  therefore  did 
not  qualify  for  refugee  status.  To  assist  local  and  state  governments 
in  resettling  these  people,  President  Carter  gave  this  group  of  immi- 
grants Entrant  status  and  established  the  Cuban/Haitian  Entrant  Program 
to  provide  the  same  assistance  as  the  Refugee  Resettlement  Program  to 
all  people  with  Cuban  or  Haitian  Entrant  status  who  arrived  in  the 
country  between  April  21,  1980  and  June  19,  1980. 

The  Refugee  Resettlement  and  Cuban/Haitian  Entrant  Programs  have  con- 
tinued to  provide  benefits  since  their  enactment  in  1980.  As  of  1981, 
however,  federal  policy  with  regard  to  refugees  once  again  shifted,  this 
time  to  accomodate  the  fiscal  constraints  of  the  times.  Moreover,  while 
federal  policy  in  1980  focused  on  the  special  needs  of  refugees,  current 
policy  has  focused  more  on  making  benefits  to  refugees  consistent  with 
those  of  other  citizens. 
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The  most  significant  policy  change  has  been  to  limit  eligibility  for 
Refugee  Assistance  to  eighteen  months  after  entry  in  the  country  for 
those  refugees  who  would  not  otherwise  be  found  eligible  for  participa- 
tion in  other  federal  public  assistance  programs  such  as  AFDC  or  SSI. 
Of  those  households  that  have  lost  their  eligibility  due  to  this  new 
policy  change,  some  have  become  eligible  for  the  state's  General  Relief 
Program.  A  provision  in  the  revised  federal  Refugee  Assistance  regula- 
tions makes  the  federal  government  responsible  for  the  full  cost  of  pro- 
viding these  refugees  with  General  Relief  benefits  for  another  eighteen 
months.  This  provision  has  been  included  to  protect  states  from  in- 
curring any  new  costs  as  a  result  of  the  tightened  eligibility  criteria 
for  Refugee  Assistance. 


THE  REFUGEE  POPULATION  IN  MASSACHUSETTS 

The  number  of  refugees  allowed  into  the  United  States  from  each  country 
is  established  annually  by  the  State  Department.  Their  distribution 
among  the  fifty  states  is  based  on  several  factors,  including  the  oppor- 
tunities available  for  resettlement  as  perceived  by  the  refugee,  and  the 
proximity  of  the  state  to  the  port  of  entry  of  refugees.  California, 
for  example,  which  has  been  the  port  of  entry  for  many  refugees,  now  has 
a  very  large  refugee  population.  In  fact,  of  the  500,000  Indochinese 
refugees  who  have  entered  the  United  States  since  1975,  California  has 
absorbed  34%. 

Another  important  factor  determining  the  distribution  of  refugees  among 
the  states  is  the  location  of  other  family  members  who  have  already 
settled  in  the  United  States.  This  factor  is  strengthened  by  federal 
refugee  resettlement  policy,  which  is  geared  toward  placement  of  refu- 
gees in  those  areas  where  other  family  members  are  already  located,  on 
the  assumption  that  the  support  structure  provided  by  other  refugees  in 
the  community  helps  new  refugees  become  self-sufficient  more  easily. 
Moreover,  it  is  assumed  that  refugees  initially  settled  in  a  different 
part  of  the  country  will  tend  to  migrate  later  to  those  parts  of  the 
country  where  they  do  have  some  personal  ties.  This  has  the  effect  of 
continually  enlarging  the  refugee  population  in  those  states  that  al- 
ready have  large  numbers  of  refugees. 

Also  affecting  the  destination  of  refugees  ariving  in  the  United  States 
is  the  capacity  of  the  voluntary  agencies  in  each  state  to  sponsor  those 
refugees  who  do  not  have  family  or  friends  to  sponsor  them.  This  ap- 
proach to  refugee  resettlement,  while  ensuring  the  placement  of  refugees 
in  those  areas  where  voluntary  agencies  have  staffing  capacity,  does  not 
always  result  in  the  placement  of  refugees  in  those  locations  that  would 
be  best  suited  for  the  refugee  to  become  self-sufficient. 

In  past  years,  and  during  the  1970' s  especially,  disproportionately 
fewer  refugees  had  been  settling  in  Massachusetts  than  in  the  rest  of 
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the  nation.  More  recently,  however,  the  number  of  refugees  moving  to 
Massachusetts  has  been  increasing,  despite  an  overall  nationwide  de- 
cline. Thus,  while  Massachusetts  had  been  22nd  in  the  nation  in  total 
refugee  population  in  1979,  the  state  now  has  the  11th  largest  refugee 
population.  As  can  be  seen  from  the  graph  below,  the  number  of  refugees 
in  the  State  was  relatively  small  through  1979,  with  substantial  growth 
occurring  thereafter. 

REFUGEE  RESETTLEMENT 
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This  growth  is  primarily  the  result  of  the  larger  number  of  Indochinese 
entering  the  United  States  during  1980  and  1981.  And  yet,  the  number  of 
Indochinese  entering  the  country  declined  from  1980  to  1981,  while 
Massachusetts  experienced  more  growth  in  1981.  This  phenoraon  has  not 
yet  been  fully  explained,  but  can  partially  be  accounted  for  by 
increased  activity  of  the  Massachusetts  voluntary  agencies  that  sponsor 
the  refugees.  Secondary  migration  may  also  have  played  a  role  in  this 
pattern  of  growth.  Secondary  migration  occurs  when  a  refugee  who  has 
already  settled  in  one  state  moves  at  a  later  time  to  another  state, 
possibly  because  the  economic  opportunities  look  more  promising,  or  to 
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be  with  family  members.  It  is  likely  that  secondary  migration  to 
Massachusetts  may  have  had  some  impact  on  the  growth  of  the  Massachu- 
setts refugee  population  at  a  time  of  nationwide  decline,  though  the 
data  on  secondary  migration  has  shown  that  Massachusetts  is  not  one  of 
the  states  most  affected  by  this  trend. 

Even  with  the  recent  growth  in  its  refugee  population,  Massachusetts 
still  has  slightly  fewer  refugees  in  relation  to  total  population  than 
the  nation  as  a  whole,  with  2%  of  all  refugees  in  the  United  States 
residing  in  Massachusetts,  while  2.5%  of  the  nation's  total  population 
resides  in  Massachusetts.  Nonetheless,  the  relatively  large  growth  of 
the  State's  refugee  population  during  the  last  few  years  has  made  more 
pressing  the  need  to  develop  programs  that  help  refugees  become  self- 
sufficient. 


REFUGEE  ASSISTANCE  ELIGIBILITY  AND  BENEFIT  LEVELS 

Of  the  refugee  and  entrant  populations  in  the  state,  only  those  who  meet 
the  eligibility  criteria  for  Refugee  Assistance  can  receive  aid  through 
RRP  and  CHEP.  All  refugee  and  entrant  households  who  meet  the  eligibil- 
ity requirements  for  AFDC  or  SSI  are  eligible  for  Refugee  Assistance  for 
the  first  thirty-six  months  after  their  arrival  in  the  country.  Benefit 
levels  for  these  households  are  the  same  as  those  provided  through  the 
AFDC  and  SSI  Programs;  the  only  difference  being  that  the  federal  gov- 
ernment covers  100%  of  the  cost  of  the  benefits.  After  these  households 
have  been  in  the  country  for  thirty-six  months,  they  can  continue  to 
receive  benefits,  but  their  cases  are  transferred  to  the  SSI  and  AFDC 
caseloads,  with  the  state  picking  up  its  share  of  the  costs. 

In  addition  to  the  AFDC-eligible  and  SSI-eligible  households,  those 
refugees  and  entrants  who  meet  the  income  test  for  AFDC  but  not  the 
family  composition  requirements  are  also  eligible  for  refugee  assis- 
tance, though  their  eligibility  is  limited  to  the  first  eighteen  months 
after  entry  into  the  country.  Thus,  while  single  adults  are  ineligible 
for  AFDC  except  in  the  case  of  a  pregnant  woman,  no  such  restrictions 
are  placed  on  eligibility  for  Refugee  Assistance.  This  added  flexibil- 
ity in  the  eligibility  criteria  for  Refugee  Assistance  is  provided  to 
ensure  that  some  form  of  assistance  will  be  available  to  all  newly 
arrived  refugees  who  have  no  other  resources,  on  the  presumption  that  it 
takes  time  for  new  arrivals  in  the  country  to  be  able  to  locate  employ- 
ment. However,  after  the  first  eighteen  months  in  the  country,  it  is 
assumed  that  a  refugee  will  have  had  enough  time  to  adjust  to  American 
life  and  to  learn  sufficient  English  to  hold  down  a  job.  Consequently, 
the  refugee  loses  his  special  eligibility  status  at  that  time  and  is 
determined  eligible  or  ineligible  for  public  assistance  in  the  same 
manner  as  the  rest  of  the  population.  Those  households  who  are  neither 
SSI  nor  AFDC  eligible  are  therefore  no  longer  eligible  for  Refugee 
Assistance.   If,  however,  they  are  found  eligible  for  General  Relief, 
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their  cases  are  transferred  to  that  program  and  they  receive  General 
Relief  benefits  in  accordance  with  the  General  Relief  grant  structure. 
The  cost  of  providing  benefits  to  these  cases,  albeit  lower  than  under 
Refugee  Assistance,  continues  to  be  100%  reimbursed  by  the  federal 
government  until  the  recipient  has  been  in  the  country  for  thirty-six 
months.  It  is  expected,  however,  that  only  a  limited  number  of  refugee 
cases  will  be  found  eligible  for  the  state's  General  Relief  Program, 
which  limits  eligibility  to  those  people  who  are  unemployable  due  to 
physical  and  mental  incapacities. 

In  addition  to  cash  benefits,  refugees  who  are  eligible  for  Refugee 
Assistance  are  categorically  eligible  for  Medicaid,  with  the  eighteen 
month  limitation  for  non-AFDC  eligible  cases  also  holding  true  with 
regard  to  Medicaid.  Refugees  may  also  apply  for  food  stamps,  and  in 
fact,  over  90%  of  the  Refugee  caseload  received  food  stamps  during  FY82, 
with  the  food  stamp  allotment  for  these  households  averaging  $81  a 
month. 


THE  MASSACHUSETTS  REFUGEE  ASSISTANCE  CASELOAD 

Of  the  total  refugee  population  in  Massachusetts,  estimated  at  17,000, 
less  than  half  are  receiving  Refugee  Assistance.  As  of  June  1982,  3,227 
households  were  on  the  Refugee  Resettlement  caseload.  The  recipient 
count,  including  all  dependents  was  7,034.  In  addition,  197  households, 
comprising  277  individuals,  were  receiving  assistance  through  the 
Cuban/Haitian  Entrant  Program.  In  total  then,  3,424  cases,  or  7,311 
recipients,  were  receiving  Refugee  Assistance  in  June.  This  amounts  to 
43%  of  the  total  refugee  population  in  the  state. 

The  majority  of  the  Refugee  Assistance  cases  are  located  in  the  Boston 
area.  Fifty-four  percent  live  in  the  city  of  Boston,  and  the  Greater 
Boston  area  supports  62%  of  the  entire  caseload.  The  Lawrence  and 
Lowell  area  also  have  a  large  number  of  refugee  cases.  Totalling  25%  of 
the  refugee  caseload,  this  is  of  proportionately  greater  magnitude  rela- 
tive to  total  population  than  in  Boston.  The  remaining  13%  of  the  case- 
load is  scattered  throughout  the  state,  with  Brockton,  Springfield  and 
Worcester  carrying  sizable  caseloads. 
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REFUGEE  ASSISTANCE 

Caseload  Characteristics 
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Reflecting  the  constituency  of  the  total  refugee  population  in  the 
state,  the  Refugee  Assistance  caseload  is  primarily  Indochinese.  Of  the 
12,725  Indochinese  refugees  in  the  state  as  of  June,  one  of  every  four 
is  on  assistance.  This  comprises  88%  of  the  total  refugee  caseload,  of 
which  64%  are  Vietnamese,  20%  are  Cambodian,  and  16%  are  Laotian.  The 
next  largest  group  are  the  Cuban  and  Haitian  Entrants,  comprising  6%  of 
the  caseload.  Russian  refugees  are  the  next  largest  group,  at  4%  of  the 
total.  The  remaining  2%  of  the  Refugee  caseload  include  Ethiopians, 
Chinese,  Thais,  Indonesians,  Philipinos,  and  Afghans. 

Typically,  a  recipient  of  Refugee  Assistance  tends  to  be  young,  male  and 
with  no  other  source  of  earnings  outside  of  Refugee  Assistance.  Of  all 
Refugee  Assistance  household  heads,  72%  are  men.  Sixty  percent  are  in 
their  20' s  and  83%  are  between  the  ages  of  18  to  35.  As  might  be 
expected  of  a  population  of  recent  arrivals  in  the  country,  very  few 
refugee  households  on  assistance  have  a  source  of  earnings.  This  is 
especially  the  case  for  the  Cuban  and  Haitian  Entrant  Population,  where 
only  .5%  of  the  caseload  have  some  earned  income,  compared  to  2.7%  of 
the  households  receiving  assistance  through  the  Refugee  Resettlement 
Program.  Interestingly  enough,  the  percent  of  cases  with  earned  income 
by  region  is  inversely  proportional  to  the  total  number  of  Refugee 
Assistance  cases  in  the  region.  In  Boston,  which  has  the  largest  refu- 
gee caseload  in  the  state,  only  .8%  of  these  cases  have  a  source  of 
earned  income,  while  the  Springfield  region  has  the  fewest  number  of 
cases,  of  which  9.3%  have  earnings. 

The  average  household  size  for  cases  receiving  Refugee  Assistance  is  2.1 
members;  however,  for  60%  of  the  cases,  the  household  consists  of  a 
single  individual.  While  this  statistic  indicates  that  many  refugees 
came  to  the  United  States  without  other  family  members,  the  figures  may 
be  somewhat  misleading,  for  federal  regulations  require  that  all  chil- 
dren who  are  eighteen  years  or  older  be  treated  as  separate  households. 
In  some  instances  then,  several  family  members,  while  living  in  the  same 
household,  receive  Refugee  Assistance  as  separate  households.  Nonethe- 
less, the  preponderance  of  young  males  on  the  caseload  does  seem  to 
indicate  that  many  individuals  came  to  the  United  States  by  themselves. 


While  the  majority  of  cases  appear  to  be  single  person  households, 
of  the  cases  have  between  two  and  four  household  members,  and  another 
12%  have  five  or  more  persons.  Further,  it  appears  that  the  Boston  area 
supports  more  of  the  single  individual  households,  while  larger  families 
tend  to  settle  outside  the  city.  64%  of  Boston's  caseload  consists  of 
single  person  households,  while  the  average  for  the  rest  of  the  state  is 
only  51%,  with  the  percentage  falling  as  low  as  41%  in  New  Bedford  where 
one  in  every  five  cases  has  more  than  four  members.  Family  size  also 
varies  by  nationality.  Whereas  the  Vietnamese  have  an  average  household 
size  of  2,  corresponding  closely  to  the  average  for  all  cases  of  2.1, 
the  average  for  Laotians  is  3  members  and  2.8  members  for  the  Cambo- 
dians. In  contrast,  the  Cuban  and  Haitian  Entrants  tend  to  have  the 
smallest  family  size,  averaging  1.4  members. 
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Because  of  the  large  number  of  single  adult  households  on  Refugee  Assis- 
tance, the  AFDC-ineligible  portion  of  the  caseload  totals  63%,  while 
only  37%  are  AFDC-eligible.  The  proportion  varies  by  region  in  corres- 
pondence with  the  number  of  single  adult  households.  Thus,  70%  of  the 
caseload  in  Boston  is  AFDC-ineligible,  reflecting  the  large  number  of 
single  adult  refugee  cases  in  that  area.  In  both  New  Bedford  and 
Springfield,  on  the  other  hand,  where  only  40%  and  46%  respectively  are 
single  person  households,  the  majority  of  the  caseload  is  AFDC  eligible. 
The  proportion  of  AFDC-ineligible  cases  is  also  significantly  higher  in 
the  Cuban/Haitian  Entrant  Program  than  in  the  Refugee  Resettlement  Pro- 
gram. Again,  this  results  from  the  fact  that  the  Cuban/Haitian  Entrant 
caseload  has  substantially  more  single  adult  households  than  the  rest  of 
the  caseload. 

CASELOAD  DYNAMICS 

Corresponding  with  the  growth  in  the  total  refugee  population,  the 
Refugee  Assistance  caseload  has  been  increasing  over  the  years,  with 
most  of  the  increase  directly  attributable  to  the  large  influx  of 
Indochinese  refugees.  In  fact,  the  caseload  grew  by  73%  from  2,576  in 
March  1981  to  4,469  in  March  1982.  This  trend  of  rapid  growth  was 
reversed  in  April  1982,  however,  due  to  the  implementation  of  federal 
policy  which  limited  eligibility  for  AFDC  eligible  cases  to  thirty-six 
months  after  entry  into  the  country,  and  to  eighteen  months  for  AFDC-in- 
eligible cases.  Implementation  of  these  policy  changes  resulted  in  the 
first  major  decline  in  the  Refugee  caseload  since  its  inception,  falling 
from  4,469  in  March  to  3,572  in  April.  Most  of  the  decline  is  attribu- 
table to  the  removal  of  the  AFDC-ineligible  cases  after  their  eighteenth 
month  in  the  country,  and  substantially  less  to  the  closing  of  AFDC-eli- 
gible cases  who  have  been  in  the  country  for  more  than  thirty-six 
months.  Several  factors  explain  the  much  larger  impact  on  the  AFDC-in- 
eligible cases.  First,  these  cases  account  for  a  much  larger  portion  of 
the  total  Refugee  caseload.  Of  all  cases  in  the  country  less  than 
eighteen  months,  69%  are  AFDC-ineligible.  Moreover,  while  very  few  of 
the  AFDC-eligible  cases  have  been  in  the  country  for  more  than  thirty- 
six  months,  a  sizable  portion  of  the  AFDC-ineligible  caseload  has  been 
in  the  country  for  at  least  eighteen  months.  The  chart  on  the  next  page 
shows  the  distribution  of  the  total  caseload  by  the  length  of  time  in 
the  country.  This  breakdown  is  also  shown  for  the  AFDC-eligible  and 
AFDC-ineligible  portion  of  the  caseload. 


-170- 

REFUGEE  ASSISTANCE 

Caseload  Distribution 

by  Number  of  Months  in  Country  * 

TOTAL  CASELOAD 


Number  of  Months  in  Country 

AFDC-EUGIBLE  CASELOAD 


■o 
o 

<D 

«n 
O 
O 


c 
® 


10  IS  20  25  30 

Number  of  Months  in  Country 


40 


AFDC-INEUGIBLE  CASELOAD 


T —I 1  I 

15  20  25  30 


r 

35 


40 


•   BASED  ON  CASELOAD  SAMPLE 


-171- 


As  the  chart  clearly  shows,  the  volume  of  cases  receiving  assistance 
peaks  for  those  cases  who  have  been  in  the  country  for  from  one  to  one 
and  a  half  years.  This  not  only  reflects  the  growth  in  the  state's 
refugee  population  since  1979,  but  also  indicates  that  while  AFDC-eli- 
gible  cases  can  remain  on  assistance  for  thirty-six  months,  many  house- 
holds have  already  left  the  caseload  on  their  own  before  the  thirty-six 
months  have  passed.  AFDC-ineligible  cases,  on  the  other  hand,  lose  eli- 
gibility at  a  time  when  many  still  use  public  assistance  as  a  means  to 
support  themselves.  Consequently,  implementation  of  the  policy  that 
restricts  the  amount  of  time  that  a  refugee  can  be  on  assistance  is 
having  a  much  more  profound  effect  on  the  AFDC-ineligible  cases.  And 
because  the  Cuban/Haitian  Entrant  Program  has  an  even  larger  proportion 
of  AFDC-ineligible  cases  than  the  Refugee  Resettlement  Program,  imple- 
mentation of  the  eighteen-month  limitation  on  eligibility  has  had  a  much 
larger  effect  on  caseload  size  in  that  program.  whereas  the  RRP  case- 
load fell  by  18%  in  April,  the  Cuban/Haitian  caseload  dropped  by  41%. 

The  continuation  of  case  closings  each  month  in  compliance  with  the  time 
limitation  on  eligibility  has  resulted  in  further  caseload  declines  in 
May  and  June  of  1982,  although  the  magnitude  of  the  decline  has  dropped 
sharply,  from  20%  in  April  to  3%  in  May  to  only  1%  in  June.  At  the  same 
time,  close  to  300  households  or  30%  of  the  AFDC-ineligible  cases  that 
closed  have  applied  and  been  found  eligible  for  the  state's  General 
Relief  Program.  This  has  resulted  in  some  caseload  growth  in  that 
program,  but  because  the  federal  government  provides  100%  reimbursement 
for  General  Relief  Program  costs  for  these  cases,  state  expenditures  on 
GR  have  not  increased.  The  state  will  incur  the  cost  of  maintaining 
these  cases,  however,  after  they  have  been  in  the  country  for  more  than 
thirty-six  months. 

Refugee  cases  will  continue  to  close  off  of  Refugee  Assistance  during 
FY83  and  FY84  due  to  the  time  limit  on  eligibility,  with  a  small  percen- 
tage of  these  cases  opening  on  General  Relief.  While  this  will  likely 
not  result  in  large  declines  in  the  Refugee  caseload  during  FY83,  it  is 
expected  to  stem  the  growth  in  the  Refugee  caseload  as  the  total  refugee 
population  continues  to  increase  due  to  primary  and  secondary  migration. 
For  FY84,  however,  the  caseload  is  expected  to  show  a  greater  decline, 
as  the  number  of  Indochinese  refugees  entering  the  United  States  con- 
tinues to  shrink  each  year.  Of  course,  any  assumption  of  caseload  sta- 
bility or  decline  in  the  Refugee  Assistance  Program  must  be  tempered  by 
the  fact  that  the  growth  of  this  program  is  closely  tied  to  circumstan- 
ces beyond  the  control  of  this  country.  Thus,  it  may  be  that  disruption 
or  war  in  another  part  of  the  world  will  result  in  previously  unan- 
ticipated refugee  groups  entering  the  United  States,  which  will  have  a 
major  on  both  the  size  and  make-up  of  the  population  served  by  the 
Refugee  Assistance  Programs. 
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REFUGEE  SOCIAL  SERVICES 

The  provision  of  Refugee  Cash  and  Medical  Assistance  is  crucial  to 
ensure  that  refugees  have  their  basic  needs  met  when  they  first  arrive 
in  the  country.  Equally  important  is  the  provision  of  the  support  serv- 
ices that  will  help  this  population  adapt  to  life  in  a  new  country, 
where  a  strange  language  is  spoken,  new  life  styles  are  demanded,  and 
new  skills  are  required  to  make  a  living.  The  refugee  population 
generally  is  one  that  had  been  accustomed  to  a  life  of  self-sufficiency 
in  their  homelands.  If  they  are  provided  with  cash  benefits,  but  not 
the  tools  to  help  them  become  self-sufficient  in  this  country,  they  may 
adapt  to  a  life  style  of  dependency  on  the  border  of  poverty,  rather 
than  becoming  integrated  into  the  society  as  productive  citizens  who 
have  the  potential  to  achieve  a  standard  of  living  far  above  the  one 
they  were  accustomed  to  in  their  country  of  origin. 

The  need  for  such  support  services  has  become  particularly  acute  since 
implementation  of  the  new  federal  regulations  limiting  assistance  to 
AFDC-ineligible  households  to  the  first  eighteen  months  after  entry  into 
the  country.  After  the  eighteen  months  have  passed,  these  households 
must  be  able  to  support  themselves  or,  if  eligible,  go  onto  General 
Relief. 

The  federal  government  has  provided  funding  specifically  targeted  for 
the  purpose  of  providing  such  services  to  refugees.  Currently,  the 
Department  of  Public  Welfare  provides  these  services,  which  are  100% 
federally  funded,  through  purchase  of  service  contracts  with  both  pri- 
vate and  public  agencies.  These  agencies  offer  employment  services, 
courses  in  English  as  a  second  language,  case  management,  translation, 
day  care,  counseling,  vocational  training,  and  other  support  services. 


New  Developments  in  Refugee  Social  Services 

Several  changes  are  currently  underway  for  the  provision  of  social  serv- 
ices to  refugees.  First  of  all,  the  delivery  of  these  services  has  been 
incorporated  into  the  Department's  Work  and  Training  Program.  By  inte- 
grating these  services  into  WTP  and  having  refugees  participate  in  WTP, 
this  provides  refugees  access  to  WTP  services  such  as  employment  assess- 
ment, job  training  and  placement,  job  clubs  and  supported  work,  and 
allows  for  a  unified  system  of  case  management  and  monitoring  under  a 
structure  already  in  place  for  the  AFDC  caseload.  At  the  same  time, 
refugees  will  continue  to  have  available  those  social  services  that 
address  the  specific  needs  of  the  refugees  to  help  them  achieve  self- 
sufficiency. 

The  Department  is  also  investigating  new  and  innovative  approaches  to 
providing  services  that  could  potentially  be  very  effective  in  assisting 
refugees  to  become  self-supporting.   For  example,  at  this  time,  the 
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Indochinese  community  plays  only  a  limited  role  in  providing  such  serv- 
ices. Yet,  community  self-help  models  in  other  states  have  proven  to  be 
highly  successful  in  helping  their  members  become  self-supporting. 
Therefore,  the  Department  will  work  closely  with  the  Indochinese  com- 
munity during  the  upcoming  year  to  develop  such  models.  The  Department 
is  also  planning  to  expand  an  innovative  program  called  Job  Sharing. 
Refugees  participating  in  such  a  program  work  for  a  local  business  for 
half  the  day  and  learn  English  for  the  other  half.  In  the  Lawrence 
area,  where  such  a  program  has  aready  been  implemented,  Job  Sharing  has 
been  found  to  be  very  sucessful  for  both  the  participating  business  and 
the  refugee  who  acquires  both  job  skills  and  a  command  of  the  English 
language,  both  of  which  are  crucial  for  the  person's  integration  into 
American  society.  The  Department  is  also  planning  to  work  with  the  pri- 
vate sector  to  do  more  extensive  job  development  for  refugees  and  to 
develop  bilingual  skills  training  for  refugees  who  can  not  utilize 
existing  training  programs  due  to  the  language  barrier,  which  prevents 
them  from  moving  out  of  low-paying  entry  level  jobs . 

With  a  combination  of  community  self-help  models,  Job  Sharing,  bilingual 
skills  training,  and  expanded  Job  Development  as  well  as  the  continua- 
tion of  more  traditional  support  services,  all  of  which  will  be  provided 
along  with  the  services  and  case  management  already  available  under  the 
Work  and  Training  Program,  the  refugee  population  will  have  available  a 
comprehensive  program  of  services  needed  to  help  them  become  self- 
supporting. 


ADMINISTRATION  OF  THE  REFUGEE  ASSISTANCE  PROGRAMS 

Organizational  Structure 

From  March  1981  to  April  1982,  the  Executive  Office  of  Human  Services 
was  the  umbrella  agency  under  which  the  State's  Office  of  Refugee 
Resettlement  administered  the  State's  Refugee  Assistance  Programs. 
However,  the  actual  delivery  of  cash  and  medical  assistance  was  dele- 
gated to  the  Department  of  Public  Welfare  and  the  delivery  of  social 
services  was  provided  by  the  Department  of  Social  Services.  In  April 
1982,  in  an  effort  to  consolidate  all  these  activities  under  one  agency, 
responsibility  for  administering  all  components  of  the  Refugee  Assis- 
tance Programs  was  transferred  from  EOHS  to  DPW.  Under  this  new  organi- 
zational structure,  the  Office  of  Refugee  Resettlement  continues  to  be 
responsible  for  the  coordination  of  all  public  and  private  resources  for 
resettlement  of  refugees,  but  is  accountable  to  the  Deputy  Commissioner. 
Cash  and  medical  assistance  continue  to  be  provided  by  DPW,  and  Refugee 
Social  Services  have  been  incorporated  into  the  Department's  Work  and 
Training  Program  structure. 
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Funding  and  Expenditures 

Funding  for  all  components  of  the  Refugee  Assistance  Programs,  including 
cash  and  medical  assistance,  social  services,  and  all  related  adminis- 
trative expenditures  is  provided  in  full  by  the  federal  government.  A 
cap  is  placed  on  funding  for  social  services,  but  all  other  expenditures 
are  funded  as  needed.  During  the  State's  FY82,  total  expenditures  on 
Refugee  Cash  and  Medical  Assistance  came  to  $20.5  million.  The  bulk  of 
these  expenditures,  at  $19.1  million,  was  spent  on  the  Refugee  Resettle- 
ment Program  while  $1.1  million  was  spent  on  the  Cuban/Haitian  Entrant 
Program.  Another  $300,000  was  spent  on  the  phasedown  of  the  Cuban 
Assistance  Program,  which  ended  in  December  1981.  Disaggregating  these 
costs  by  medical  and  cash  assistance  shows  a  75%/25%  split,  with  expen- 
ditures on  cash  assistance  totalling  $15.2  million  and  expenditures  on 
medical  assistance  totaling  $5.3  million.  By  comparison,  FY81  expen- 
ditures on  cash  and  medical  assistance  were  substantially  lower,  at  $8.9 
million  for  cash  assistance,  and  $3.9  million  for  medical  assistance, 
for  a  total  of  $12.8  million.  This  60%  increase  in  expenditures 
reflects  the  substantial  growth  in  caseload  from  FY81  to  FY82.  For 
FY83,  however,  cash  assistance  expenditures  should  not  rise  over  this 
year's  level,  due  to  the  time  limitation  on  eligibility.  A  slight 
increase  in  medical  assistance  expenditures  is  expected  due  to  infla- 
tionary trends  in  medical  costs. 

Social  service  expenditures  for  FY82  have  been  capped  at  $1.28  million, 
($1.2  million  for  Refugee  Resettlement  and  $34,000  for  the  Cuban/ 
Haitian  Entrant  Program),  all  of  which  has  been  obligated.  With  FFY81 
expenditures  on  social  services  having  totalled  $1.21  million,  it  is 
estimated  that  total  spending  on  social  services  during  the  state's  FY82 
was  $1.26  million.  It  is  as  yet  not  known  how  much  social  service 
funding  will  be  provided  for  FY83,  although  approximately  $1.15  million 
is  expected.  Finally,  administrative  costs  for  FY82  totalled  $1.5 
million.  These  are  expected  to  increase  slightly  in  FY83  primarily  as  a 
result  of  collective  bargaining  agreements  for  personnel. 
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INTRODUCTION  TO  MEDICAL  ASSISTANCE 

The  Medical  Assistance  (Medicaid)  program  will  be  funded  through  five 

accounts  in  FY84.   Two  of  these  accounts,  totalling  $1.49  billion,  fund 

medical  services.   Three  smaller  accounts,  totalling  $26.7  million,  fund 

administrative  expenses  associated  with  managing  the  program.  The 
accounts  are: 

o  Medical  Assistance  (4402-5000) 

o  Medical  Assistance-Mental  Health  (4402-5300) 

o  Medical  Administration  (4400-1003) 

o  Utilization  Review  (4402-5101) 

o  Project  Good  Health  (4400-1400) 

Following  this  page  is  a  description,  by  account,  of  the  Medicaid  pro- 
gram and  its  administration.  Because  General  Relief-Medical  Assistance 
is  provided  through  the  General  Relief  appropriation  (4406-2000),  the 
GR-Medical  Assistance  program  is  described  in  the  Assistance  Payments 
narrative. 
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MEDICAL  ASSISTANCE  (4402-5000) 

FY81         FY82  FY83  FY84 

EXPENDITURES/ 

APPROPRIATION   919,664,309  983,000,000  1,061,942,000  1,144,280,000 

CASELOAD         310,600      290,400       268,900        267,100 

RECIPIENTS        561,500      484,000       476,500        478,400 


DESCRIPTION 

Medical  Assistance  (Medicaid)  is  a  state  and  federally  funded,  state 
administered  program  responsible  for  making  necessary  and  quality  medi- 
cal care  available  to  financially  and  medically  needy  individuals  effi- 
ciently and  cost-effectively.  Medicaid  does  not  provide  the  care 
directly.  Instead,  it  reimburses  medical  care  providers,  such  as  physi- 
cians, clinics,  and  hospitals,  for  services  they  render  to  Medicaid- 
eligible  individuals. 

The  1965  enactment  of  Title  XIX  of  the  Social  Security  Act  established 
the  Medicaid  program.  The  Health  Care  Financing  Administration  (HCFA) 
of  the  federal  Department  of  Health  and  Human  Services  is  responsible 
for  monitoring  state  compliance  with  federal  Medicaid  regulations. 
States  must  comply  with  these  regulations  to  receive  federal  reimburse- 
ment for  their  Medicaid  expenditures.  Massachusetts  is  currently  reim- 
bursed for  almost  54%  of  Medicaid  expenditures.  However,  because  of  the 
relative  strength  of  the  state's  economy  when  compared  to  other  states, 
this  reimbursement  will  decline  to  approximately  50%  in  FY84. 

Individuals  become  eligible  for  Medicaid  primarily  on  the  basis  of  their 
income  and  financial  resources.  All  recipients  of  Aid  to  Families  with 
Dependent  Children  (AFDC)  and  Supplemental  Security  Income  (SSI)  are 
automatically,  or  categorically,  eligible.  Eighty-seven  percent  of  all 
Medicaid  recipients  receive  AFDC  or  SSI.  In  addition,  individuals  who 
otherwise  meet  the  requirements  for  AFDC  or  SSI,  but  whose  Income  or 
resources  are  above  the  eligibility  standard,  may  be  eligible  for  Medi- 
caid. Individuals  who  qualify  for  Medicaid  on  this  basis  are  mostly 
elderly  and  disabled  persons  in  nursing  homes.  All  foster  children  and 
other  dependents  of  the  state  are  eligible  for  Medicaid,  as  are  all  par- 
ticipants in  the  Refugee  Resettlement  Program  (RRP) .  Lastly,  anyone 
with  major  medical  expenses  (except  childless,  able-bodied  persons  bet- 
ween the  ages  of  21  and  65)  can  qualify  for  Medicaid  if  their  net  income 


-177- 


after  work  and  medical  expenses  falls  below  a  specified  level  (e.g., 
$5,340  for  a  family  of  four).  Thus,  for  some  Massachusetts  residents, 
Medicaid  provides  catastrophic  health  insurance. 

Most  Medicaid  recipients  (67%)  are  children  in  impoverished  families  and 
their  single  or  unemployed  parents.  Because  these  families  usually 
receive  only  routine  outpatient  and  inpatient  services,  as  opposed  to 
nursing  home  care,  they  account  for  only  28%  of  the  state's  Medicaid 
expenditures.  Elderly  and  disabled  recipients  comprise  33%  of  Medicaid 
recipients  but  account  for  72%  of  expenditures.  Many  of  these  reci- 
pients have  Medicare  and/or  other  health  insurance.  However,  because  of 
the  limited  coverage  this  insurance  provides  for  hospital  and  nursing 
home  care,  and  because  of  their  substantial  and  continuing  medical 
needs,  Medicaid  pays  for  most  medical  care  for  these  recipients.  The 
charts  below  indicate  the  proportion  of  Medicaid  enrollment  and  expen- 
ditures among  the  three  principal  recipient  groups. 


FY82  DISTRIBUTION  OF  MEDICAID  RECIPIENTS 
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Percent  of  Total  Expenditures 
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Federal  Medicaid  regulations  require  states  to  provide  a  broad  set  of 
medical  services  to  Medicaid  recipients.  States  have  the  option  of  pro- 
viding  certain  additional   services.      The   services  Massachusetts  provides 
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include  the  mandatory  services:  inpatient  and  outpatient  hospital  care, 
skilled  nursing  home  care,  physician  services,  home  health  care,  and 
dental  and  preventive  health  care  for  children.  The  Commonwealth  also 
pays  for  most  optional  services,  including  prescribed  drugs,  inter- 
mediate care  nursing  homes,  adult  dental  care,  mental  health  care,  and 
transportation  to  medical  services. 

While  Massachusetts  provides  one  of  the  most  comprehensive  state  Medi- 
caid programs,  the  Commonwealth's  program  is  relatively  inexpensive  per 
recipient  served.  In  1979,  the  latest  year  for  which  data  is  available, 
the  Commonwealth  ranked  38th  in  the  nation  in  average  annual  cost  per 
recipient  receiving  care  at  $862.  This  was  9.3%  below  the  national 
average.  Massachusetts'  cost  per  recipient  was  lower  than  that  for 
every  New  England  state  except  Maine  and  lower  than  that  for  Illinois, 
Michigan,  Texas,  and  New  York.  Many  of  the  states  with  higher  per  re- 
cipient costs  actually  offer  "fewer  services  than  Massachusetts.  The 
principal  reason  for  the  Commonwealth's  lower  costs  is  that  average 
spending  for  67%  of  the  caseload  —  children  and  their  families  —  was 
34%  lower  than  the  national  average. 


DISTRIBUTION  OF  EXPENDITURES 
BY  PROVIDER  TYPE 
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The  charts  on  the  preceding  page  illustrate  spending  by  provider  group 
and  by  category  of  assistance  within  each  provider  group.  The  following 
charts  indicate  the  percentage  of  projected  FY84  spending  attributable 
to  each  major  recipient  and  provider  category. 


PROJECTED  FY84  EXPENDITURES  BY  RECIPIENT  CATEGORY 


Category 


FY84  Expenditures 
($M) 


%  of  Expenditures 


Average  Cost 
Per  Recipient 


AFDC 

SSI-Aged 

SSI-Disabled 

MA-Aged 

MA-Disabled 

MA-AFDC 

MA-Under  21 

TOTAL 


$270,050 
99.552 
179.652 
464.578 
81.244 
18.308 
30.896 

$1,144,280 
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$  896 
1,694 
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12,857 
11,182 
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PROJECTED  FY84  EXPENDITURES  BY  PROVIDER  TYPE 


Provider  Type 


Physician 
Dentist 
Pharmacy 
Home  Health 
Nursing  Home 
Hospital-Inpatient 
Hospital -Out patient 
Hospi  tal-Chr onic 
Other  Providers 

TOTAL 


FY84  Expenditures 


%  of  Expenditures 


($M) 

52.637 

4.6% 

22.886 

2.0 

53.781 

4.7 

14.876 

1.3 

385.622 

33.7 

271.194 

23.7 

89.254 

7.8 

195.672 

17.8 

58.358 

5.1 

$1,144,280 

100.0% 
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Growth  in  Medicaid  Expenditures 

Medicaid  spending  in  Massachusetts  has  grown  substantially.  It  has 
doubled  since  1977  and,  at  a  projected  $1,144  billion  for  FY84,  is  the 
largest  item  in  the  state's  budget.  In  FY83,  it  constitutes  15.6%  of 
total  state  spending,  up  from  an  average  of  14.35%  from  1970  to  1980. 
The  reasons  for  this  growth  include  continuing  inflation  in  health  care 
costs  and  the  shift  of  funding  for  deinstitutionalized  clients  of  the 
Department  of  Mental  Health  into  the  Medicaid  budget. 

Growth  in  Medicaid  spending  is  a  national  problem.  Indeed,  while  Massa- 
chusetts Medicaid  expenditures  grow  considerably  each  year,  they  did  not 
grow  as  rapidly  as  total  U.S.  Medicaid  expenditures  during  the  1975-1980 
period.  National  data  for  1981  and  1982  is  not  yet  available.  This 
disparity  is  largely  the  result  of  two  factors:  Massachusetts  estab- 
lished a  comprehensive  Medicaid  program  prior  to  1975,  earlier  than  most 
other  states.  Further,  as  described  in  the  caseload  section,  Massachu- 
setts has  not  increased  its  income  eligibility  standards  substantially 
in  recent  years.  This  has  gradually  reduced  the  size  of  the  non-elderly 
Medicaid-only  caseload . 

The  charts  on  the  next  page  depict  Medicaid  spending  as  a  percentage  of 
total  state  spending  and  growth  in  state  Medicaid  spending  compared  with 
growth  in  total  U.S.  Medicaid  spending. 
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Comparison  of  Growth  in  Medicaid  Expenditures 
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CAUSES  OF  GROWTH  IN  MEDICAID  SPENDING 


Three  basic  factors  drive  Medicaid  spending.  These  factors,  described 
briefly  below  and  in  some  detail  in  individual  sections  of  the  narra- 
tive, are: 


The  rates  paid  to  medical  providers . 

The  reimbursement  methodologies  which  determine  Medicaid  provider  reim- 
bursement are  cost-based:  they  recognize  as  reimbursable  virtually  all 
costs  providers  incur  in  delivering  care  to  recipients.  At  first  exami- 
nation, cost-based  reimbursement  seems  entirely  reasonable.  The  problem 
with  the  system  is  that  it  contains  no  incentives  to  contain  costs.  The 
program  pays  providers  whatever  they  spend,  thereby  encouraging  them  to 
spend  as  much  as  possible.  The  result  is  annual  percentage  increases  in 
provider  rates  which  not  only  equal  but  exceed  inflation  in  the  national 
economy.  Because  Medicaid  is  a  billion  dollar  program,  inflation  alone 
increases  spending  by  $100  million  each  year. 


The  number  of  families  and  individuals  enrolled . 

Medicaid  is  an  entitlement  program:  any  individual  or  family  meeting 
the  eligibility  standards  qualifies  for  the  program  and  all  of  the  serv- 
ices it  provides.  Moreover,  the  state  has  only  limited  discretion  in 
setting  those  eligibility  standards.  Economic  downturns,  the  increasing 
cost  of  medical  care,  and  decisions  by  federal  and  other  state  agencies 
are  only  three  of  the  factors,  all  of  which  are  beyond  the  Department's 
control,  which  may  increase  the  program's  caseload  and  therefore  its 
expenditures. 


The  amount  of  services  used. 

A  Medicaid  card  provides  a  Massachusetts  recipient  with  essentially 
unlimited  use  of  what  is  perhaps  the  nation's  most  sophisticated  and 
expensive  health  care  system.  Recipients  and  providers,  neither  of  whom 
have  any  fiscal  responsibility  for  those  decisions,  decide  what  services 
to  utilize  and  provide.  With  very  few  exceptions,  the  present  fee-for- 
service  system  leaves  the  Department  powerless  to  ensure  that  recipients 
obtain  only  necessary  care  and  that  they  obtain  that  care  in  the  least 
expensive  setting  appropriate  for  their  condition.  Indeed,  the  fee-for- 
service  system  encourages  unnecessary  and  inappropriate  utilization: 
the  more  and  more  expensive  services  providers  render,  the  greater  their 
reimbursement . 

The  result  of  these  factors  is  that  Medicaid  expenditures  are  essenti- 
ally uncontrolled  and  that  millions  of  dollars  are  spent  unnecessarily 
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each  year,  in  an  era  of  declining  federal  financial  support  for  Medicaid 
and  extraordinarily  limited  state  resources.  Every  dollar  spent  for 
Medicaid  is  a  dollar  unavailable  for  other  public  assistance  programs  — 
and  for  education,  public  safety,  and  other  local  aid -dependent  govern- 
ment services.  In  response  to  this  admittedly  grim  fiscal  picture,  the 
Department  has  increased  its  efforts  to  identify  problems  which  contri- 
bute to  continuing  increases  in  program  spending.  Insofar  as  possible, 
the  Department  has  also  designed  remedies  for  those  problems.  The  ini- 
tiatives proposed  in  the  succeeding  sections  are  an  agenda  for  FY84. 
But  they  are  also  an  attempt  to  generate  the  discussion  about  Medicaid's 
problems  that  is  essential  to  reforming  the  program  so  that  It  can  con- 
tinue to  provide  medical  care  to  those  who  otherwise  could  not  obtain 
that  care. 


INCREASES  IN  RATES 


Increases  in  the  rates  paid  to  providers  of  Medicaid  services  have  been 
responsible  for  most  of  the  growth  in  Medicaid  spending  over  the  past 
several  years.  Since  FY79,  these  rates  have  risen  a  weighted  average  of 
10%  annually.  Given  the  current  size  of  the  Medicaid  program,  annual 
rate  increases  of  10%  will  result  in  spending  increases  of  over  $100 
million,  more  than  the  total  Medicaid  budgets  of  14  other  states.  The 
rate  methodologies  for  major  Medicaid  providers  are  described  in  the 
parts  of  this  section  which  follow. 


Inpatient  Hospital  Services 

FY82  expenditures  for  inpatient  hospital  services,  the  single  largest 
component  of  Medicaid  expenditures,  totalled  $246  million.  This  in- 
cluded approximately  $70  million  in  spending  at  Boston  hospitals,  the 
nation's  most  expensive.  Controlling  the  rate  of  increase  in  inpatient 
reimbursement  rates  is  vital  not  only  because  spending  for  inpatient 
services  is  24%  of  total  program  spending  but  also  because  spending  for 
inpatient  services  has  risen  faster  than  overall  spending.  Expenditures 
for  inpatient  care  rose  25.1%  from  FY79  to  FY81  while  spending  for  all 
services  increased  19.1%. 

There  are  approximately  120  acute  hospitals  in  Massachusetts.  All  par- 
ticipate in  the  Medicaid  program.  The  Rate  Setting  Commission  (RSC) 
sets  a  different  Medicaid  rate  for  each  hospital.  Currently,  the  rate 
is  a  "per  diem"  or  daily  rate  paid  for  each  Individual  day  of  patient 
care.  One  rate  is  paid  for  each  hospital,  regardless  of  the  type  or 
intensity  of  services  provided.  The  primary  exception  to  this  policy  is 
that  administrative  days,  days  during  which  a  patient  did  not  require 
hospital  care,  are  reimbursed  at  a  separate  rate. 
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The  Current  Methodology  for  Setting  Inpatient  Reimbursement  Rates 

The  current  cost-based  reimbursement  system  enables  hospitals  to  recover 
essentially  all  of  their  Medicaid-related  spending,  thereby  providing 
no  incentives  to  control  costs  and  indeed  encouraging  unnecessary 
spending.  A  given  year's  rates  reflect  base  year  costs — actual  costs 
two  years  before  the  year  for  which  rates  are  being  set.  Rates  for  the 
new  rate  year  are  established  by  adding  two  years  of  inflation  to  the 
base  year.  This  not  only  recognizes  all  allowable  base  year  costs  but 
encourages  providers  to  make  each  year's  spending  as  high  as  possible, 
since  a  given  year  will  two  years  later  serve  as  the  base  year.  Thus, 
this  prospective  reimbursement  system  neither  provides  nor  encourages 
cost  control.   The  system  also  has  other  weaknesses: 

o  The  RSC  provides  retroactive  rate  increases  for  several  reasons, 
including  cost  increases  beyond  those  covered  in  the  rate  if  the 
additional  cost  is  "beyond  the  reasonable  control"  of  the  hospi- 
tal; capital  expenditures  to  build,  renovate,  or  modify  facilities 
and  services;  and  introduction  of  new  services  not  included  in  the 
rate,  regardless  of  their  necessity.  More  than  40%  of  the  state's 
hospitals  received  these  adjustments  during  hospital  year  1981. 
The  Department  projects  that  the  RSC  will  provide  more  than  $4 
million  in  retroactive  adjustments  in  hospital  year  1983. 

o  The  existing  methodology  focuses  on  the  increase  in  costs  at  indi- 
vidual hospitals  without  comparing  costs  across  hospitals.  The 
per  diem  rates  paid  by  Medicaid  range  anywhere  from  about  $150  to 
$500,  depending  on  the  hospital.  There  are  legitimate  reasons  for 
many  of  the  differences.  For  example,  some  hospitals  provide  spe- 
cialized, intensive  services  which  require  expensive  equipment  and 
staffing.  But  there  are  also  large  ranges  in  the  rates  paid  to 
groups  of  similar  hospitals.  This  suggests  that  within  each 
group,  the  hospitals  with  higher  rates  could  be  managed  more  cost 
effectively.  However,  since  the  current  methodology  reimburses 
all  of  their  costs,  it  provides  inefficient  hospitals  with  no 
incentive  to  improve  their  efficiency. 

The  Department  has  had  minimal  success  in  addressing  these  and  other 
problems  in  the  existing  methodology.  Medicaid  recipients  account  for 
only  about  15%  of  hospital  spending  in  the  Commonwealth.  The  problems 
described  above  are  problems  for  all  health  insurors  as  well  as  for  pri- 
vate business,  and  the  Department  cannot  achieve  the  changes  necessary 
without  the  cooperation  of  these  other  payors. 
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Restructuring  Inpatient  Reimbursement:   S.2044 

Over  the  last  year,  the  other  payors  also  became  increasingly  concerned 
about  hospital  costs.  A  cooperative  effort  involving  representatives  of 
the  legislature,  business  interests,  Blue  Cross,  private  insurance  com- 
panies, the  hospital  industry,  and  the  Department  and  other  state  agen- 
cies resulted  in  passage  of  legislation,  S.2044,  which  would  restructure 
hospital  reimbursement  in  the  Commonwealth.  The  legislation,  which  will 
take  effect  only  if  it  receives  the  required  federal  approvals,  has  sub- 
stantial implications  for  Medicaid.  S.2044  differs  from  the  present 
system  in  that  it  would: 

o  set  a  tighter  limit  on  increases  in  hospital  costs  through  impo- 
sition of  the  Maximum  Allowable  Cost  (MAC)  System.  On  a  hospital- 
specific  basis,  the  system  takes  prior  year  hospital  income  and 
adds  an  inflation  factor  which  the  RSC  determines.  The  new  income 
level  is  the  hospital's  maximum  revenue  level  for  the  current 
year.  Hospitals  which  spend  less  than  their  MAC  keep  part  or  all 
of  the  savings;  hospitals  which  overspend  must  absorb  the  deficit. 
Each  insuror  pays  rates  calculated  to  generate  the  MAC  level  of 
revenues. 

o  require  hospitals  to  increase  their  cost  effectiveness.  The  meth- 
odology for  establishing  the  MAC  includes  a  provision  reducing 
projected  hospital  income  by  a  certain  percentage.  The  MAC  is  the 
income  level  remaining  after  this  reduction  is  applied.  For 
Medicaid,  the  legislation  requires  a  two  percentage  point  reduc- 
tion in  a  hospital's  projected  income  level.  The  effect  of  this 
provision  is  to  require  hospitals  to  cover  a  portion  of  the  impact 
of  inflation  by  operting  more  efficiently. 

o  establish  a  uniform  hospital  reimbursement  system  for  all  insur- 
ors  and  all  hospitals.  After  the  first  year  of  the  new  system, 
Medicaid  will  stop  paying  a  single  daily  rate  and  will  begin  pay- 
ing on  a  percentage  of  charge  system.  Each  hospital  will  have  an 
individual  charge  for  each  type  of  service.  The  percentage  of 
charge  approach  is  better  than  the  existing  per  diem  system 
because  Medicaid  will  pay  only  for  the  services  its  recipients 
actually  receive. 

These  features  of  the  law  should  result  in  Medicaid  paying  about  5.5% 
less  for  inpatient  hospital  services  than  it  would  have  under  the 
existing  system.  However,  several  aspects  of  S.2044  require  careful 
monitoring  in  order  for  the  legislation  to  achieve  the  necessary  degree 
of  control  over  hospital  costs. 

1)  A  key  element  in  S.2044  is  the  size  of  the  inflation  adjustment 
used  in  determining  the  MAC.  The  new  law  gives  the  Department  no 
more  control  over  the  size  of  this  adjustment  than  the  existing 
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system  provided.   The  new  system  will  not  contain  costs  effec- 
tively if  it  provides  higher  adjustments  than  the  existing  system. 

2)  Some  expenses,  amounting  to  more  than  15%  of  hospital  spending, 
are  not  included  under  the  MAC.  The  principal  cost  "pass 
throughs"  are  new  construction,  acquisition  of  new  technology,  and 
other  capital  expenditures. 

3)  Some  hospitals  receive  most  of  their  income  from  Medicare  and 
Medicaid  and  also  provide  free  care  to  a  large  number  of  patients 
who  have  no  health  coverage.  S.  2044  requires  Medicaid  to  assume 
a  part  —  equal  to  its  proportion  of  the  hospital's  revenue  —  of 
free  care  expenses  at  these  hospitals.  Boston  City  Hospital  is 
the  principal  beneficiary  of  this  provision,  but  other  hospitals 
may  also  qualify,  thereby  raising  Medicaid's  obligation  and  reduc- 
ing the  savings  which  the  law  would  otherwise  achieve  for  the  pro- 
gram. 

4)  S.2044  leaves  almost  untouched  any  unnecessary  spending  which  is 
part  of  existing  hospital  operations  because  the  legislation  does 
not  require  any  real  reduction  in  continuing  or  base  expenditures. 


Hospital  Rate  Control  Initiatives  in  FY84 

At  this  time,  implementation  of  S.  2044  will  substitute  for  Department 
hospital  rate  control  proposals  in  FY83  and  FY84.  In  the  absence  of 
S.2044,  the  Department  will  propose  a  set  of  initiatives  designed  to 
correct  problems  in  the  existing  inpatient  hospital  methodology. 


Outpatient  Hospital  Services 

Approximately  one  hundred  hospitals  in  the  Commonwealth  provide  out- 
patient services  to  Medicaid  recipients.  Medicaid  paid  $81  million  for 
those  services  in  FY82.  If  the  required  federal  approvals  are  granted, 
outpatient  hospital  services  will  be  included  in  the  S.2044  MAC  system. 
Medicaid  will  pay  for  only  those  services  which  its  recipients  utilize 
on  the  same  percentage  of  charge  basis  that  it  payes  for  inpatient  serv- 
ices, and  most  of  the  same  advantages  and  disadvantages  of  the  S.2044 
system  described  above  will  apply.  Of  particular  note  is  S.2044's  free 
care  provision,  described  above.  This  provision  would  replace  Boston 
City  Hospital's  present  $300  rate  for  OPD  services  with  Medicaid  and 
increased  Medicare  coverage  of  the  hospital's  free  care  expenses,  the 
highest  in  the  Commonwealth. 
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The  Current  System  and  Boston  City  Hospital  (BCH) 

Without  federal  approval  of  S.2044,  the  existing  OPD  reimbursement  sys- 
tem will  continue.  The  RSC  establishes  an  OPD's  "reasonable  financial 
requirements"  (RFR) :  the  amount  of  revenue  an  OPD  needs  to  meet  the 
costs  associated  with  delivering  care  to  all  its  users.  Rates  are 
designed  to  produce  this  RFR.  The  Medicaid  rate  for  an  OPD  visit  at 
most  hospitals  ranges  from  $75  to  $100.  Medicaid,  Medicare,  and  Blue 
Cross  are  cost-based  payors,  which  means  that  they  do  not  directly  re- 
cognize certain  costs  unrelated  to  their  patients.  In  most  hospitals, 
the  rates  paid  by  charge  based  payors  —  private  insurance  companies  and 
patients  who  pay  their  own  bills  —  cover  these  expenses.  BCH  and  other 
municipal  hospitals,  however,  serve  a  population  consisting  almost  en- 
tirely of  Medicaid  and  Medicare  recipients  and  patients  needing  free 
care.  There  are  almost  no  private  patients.  Medicaid  and  Medicare  must 
therefore  pay  whatever  rates  will  produce  the  revenue  necessary  to  run 
the  hospital's  OPD.  At  BCH,  that  rate  is  $300.  If  this  rate  were  to 
stand  for  a  full  year,  it  would  result  in  $13.2  million  in  expenditures 
above  what  Medicaid  would  otherwise  have  paid  at  BCH  and  above  what  it 
actually  cost  BCH  to  care  for  its  Medicaid  population. 

The  cost  of  free  care  has  long  been  a  problem  at  BCH  and  other  municipal 
hospitals.  Prior  to  the  passage  of  Proposition  2  1/2,  Boston  and  other 
cities  heavily  subsidized  the  operations  of  their  municipal  hospitals, 
including  the  cost  of  hospital  care  for  the  General  Relief  (GR)  popula- 
tion, formerly  a  state  responsibility.  However,  since  the  passage  of 
2  1/2,  cities  have  had  increasing  difficulty  maintaining  these  sub- 
sidies. The  result  in  Boston  has  been  an  attempt  to  shift  that  subsidy 
to  Medicaid.  The  $300  rate  would  result  in  a  191%  increase  in  BCH  out- 
patient Medicaid  revenue  in  the  1979-83  period.  The  number  of  AFDC 
recipients  in  Boston  declined  by  15%  during  this  period.  Further,  at 
least  from  1981  to  1983,  free  care  as  a  percentage  of  BCH  operations 
rose  only  from  29.5%  to  35%.  It  is  clear  that  what  changed  was  not  the 
hospital's  fiscal  situation  but  the  assignment  of  fiscal  responsibility 
for  that  situation. 

S.2044's  requirement  that  Medicaid  and  Medicare  assume  a  proportionate 
share  of  free  care  costs  at  hospitals  which  derive  a  certain  percentage 
of  their  revenue  from  public  payors  will  provide  BCH  with  full  operating 
funds.  However,  S.2044  provides  only  a  temporary  solution  for  BCH  and 
other  municipal  hospitals.  In  an  era  of  reduced  federal  participation 
in  Medicaid,  the  program  cannot  assume  substantial  new  fiscal  obliga- 
tions, like  coverage  of  free  care  expenses,  without  making  commensurate 
reductions  elsewhere.  More  promising,  though  longer  term,  solutions 
include  improved  management  of  municipal  hospitals;  for  primary  care, 
shifting  uninsured  utilizers  from  OPDs  to  less  expensive  community 
health  centers,  especially  since  the  state's  General  Relief  program 
covers  health  center  care;  developing  health  coverage  for  the  currently 
uninsured;  and  distributing  the  care  for  the  uninsured  population  more 
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evenly  among  the  hospitals  rather  than  concentrating  it  in  a  small 
number  of  municipal  facilities. 


Chronic  Hospital  Services 

The  RSC  determines  rates  for  the  state1 s  33  chronic  disease  and  rehabil- 
itation hospitals  (CDRHs)  using  a  methodology  similar  to  that  currently 
in  effect  for  acute  hospitals.  The  S.2044  plan  does  not  include  chronic 
hospitals.  The  Department  spent  $178  million  for  chronic  hospital  care 
in  FY82. 

Of  the  state's  6,400  CDRH  beds,  70-80%  are  occupied  by  recipients  who  in 
fact  no  longer  require  the  specialized  and  comprehensive  services  of  a 
chronic  hospital  and  could  more  appropriately  be  served  in  nursing 
homes,  rest  homes,  or  the  community.  In  response  to  this  problem  and  to 
federal  requirements  that  states  pay  only  for  the  level  of  care  recip- 
ients actually  need,  the  Department  and  the  RSC  have  each  promulgated 
regulations  providing  for  reduced  payments  for  CDRH  patients  who  do  not 
need  CDRH  care.  At  each  CDRH,  the  Department  is  thus  paying  a  chronic 
rate  for  appropriately  placed  patients  and  a  nursing  home  rate  for 
patients  appropriate  for  nursing  home  care.  In  FY82,  the  average  chro- 
nic per  diem  was  $144  while  the  average  nursing  home  per  diem  ranged 
from  $29  to  $41,  depending  on  the  level  of  care.  Because  simply  apply- 
ing the  nursing  home  rates  to  the  heavily  Medicaid  dependent  CDRHs  would 
have  closed  some  facilities,  the  RSC  provides  an  adjustment  to  these 
rates  to  most  of  the  CDRHs.  This  adjustment  raised  the  facilities' 
reimbursement  for  inappropriately  placed  patients  to  approximately  95% 
of  chronic  rates. 

In  FY83,  the  Department  has  proposed  reducing  the  maximum  adjustment  to 
90%,  and  for  FY84  it  proposes  reducing  the  maximum  to  85%.  This  85% 
maximum  will  result  in  new  savings  of  $1  million.  The  Department"  is 
also  proposing  enforcement  of  discharge  planning  requirements  waived  in 
FY83.  This  initiative  will  result  in  additional  savings  of  approxima- 
tely $1.83  million.  These  changes  are  designed  to  reduce  the  amount  of 
inappropriate  care  the  state  is  reimbursing,  an  objective  important  as  a 
cost  savings  measure  and  as  a  means  of  avoiding  federal  sanctions. 
Moreover,  the  Department  believes  that  continued  gradual  reductions  in 
the  adjustment  will  encourage  facilities  to  close  inappropriately  uti- 
lized beds  or  downgrade  them  to  nursing  home  beds.  To  further  encourage 
this  process,  the  Department  is  proposing  that,  beginning  in  FY84,  the 
RSC  provide  adjustments  only  to  those  facilities  which  file  a  Determina- 
tion of  Need  application  to  downgrade  most  of  their  inappropriately  uti- 
lized beds.  Without  such  a  provision,  it  is  unlikely  that  downgrading 
will  actually  occur.  The  Department  proposes  that  the  RSC  guarantee  any 
extraordinary  costs  associated  with  downgrading  and  that  to  underscore 
the  state's  commitment  to  cease  paying  for  inappropriate  care,  the  clos- 
ing and  downgrading  process  begin  with  state-operated  CDRHs.   The  down- 
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grading  initiative  would  achieve  its  first  substantial  savings  in  FY85 
because  of  the  time  required  for  downgrading.  In  addition,  Medicare 
reimbursement  could  be  available  for  chronic  beds  downgraded  to  skilled 
nursing  facility  beds.  This  would  help  reverse  a  trend  of  declining 
Medicare  coverage  of  nursing  home  services  and  would  result  in  addi- 
tional savings. 


Nursing  Home  Services 

The  RSC  sets  the  rates  for  the  Commonwealth's  582  nursing  homes  accord- 
ing to  the  intensity  of  services  each  facility  provides.  Rates  in  FY84 
will  range  from  an  average  of  $50  per  day  for  patients  in  Level  I  or  II 
(skilled  nursing  facility  or  SNF)  beds  to  an  average  of  $35  per  day  for 
patients  in  less  intense  Level  III  (intermediate  care  facility  or  ICF) 
beds..  Individuals  requiring  primarily  nonmedical  care  are  appropriate 
for  Level  IV  or  rest  home  care,  which  the  Medicaid  program  does  not  pay 
for,  but  which  is  funded  under  the  Supplemental  Security  Income  program. 
About  45  nursing  homes  provide  only  SNF  care  and  299  provide  only  ICF 
care.  The  remaining  238  are  multilevel  facilities.  The  bed  supply 
divides  as  follows : 


Level  No.  of  Beds  Medicaid  Occupancy 

I  &  II  17,771  62.2%        11,053 

III  26,493  83.8%       22,201 

Total  44,264  75.1%        33,254 

The  RSC's  nursing  home  rate  methodology  operates  as  follows:  facilities 
receive  interim  rates  based  upon  prior  year  operating  costs,  allowances 
for  administration  and  financing,  a  return  on  equity  (the  owner's 
investment  in  the  facility),  incentives,  and  an  inflation  adjustment, 
the  RSC's  projection  of  inflation  for  the  coming  year.  To  determine  a 
facility's  final  rate,  the  RSC  examines  actual  costs  during  the  interim 
rate  period.  When  interim  rates  have  provided  insufficient  reimburse- 
ment, the  facility  borrows  money  to  make  up  the  deficit.  The  final  rate 
covers  both  the  deficit  and  the  interest  costs.  When  the  interim  rate 
has  provided  excessive  reimbursement,  the  home  must  repay  the  excess. 


Weaknesses  in  the  Current  Methodology 

The  Department  has  identified  several  weaknesses  in  the  current  methodo- 
logy and  proposes  their  correction  in  FY84. 
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1)  Return  on  equity 

Approximately  90%  of  the  nursing  homes  in  Massachusetts  are  for- 
profit  operations.  These  homes  receive,  as  a  component  of  their 
rate,  a  return  on  the  value  of  that  part  of  the  home  which  is 
owned  debt  free.  The  current  return  is  based  on  the  average 
monthly  rate  of  interest  for  health  care  bond  issues.  However, 
the  RSC  increases  this  base  rate  by  multiplying  it  by  125%.  The 
result  in  FY83  is  a  guaranteed  return  on  equity  of  17.83%.  The 
Department  proposes  eliminating  the  125%  multiplier.  The  return 
on  equity  is  only  one  of  several  ways  for  proprietary  facilities 
to  generate  a  profit.  Moreover,  the  Department  finds  little  jus- 
tification for  providing  a  higher  level  of  return  than  is  avail- 
able in  the  general  financial  market.  Eliminating  the  multiplier 
would  save  $3.03  million  in  FY84.  The  average  impact  on  each 
proprietary  nursing  home  would  be  approximately  $5800. 


2)  Occupancy  Incentive 

The  occupancy  incentive  is  an  amount,  ranging  from  $.19  to  $1.46 
per  day,  which  the  RSC  adds  to  the  basic  rate  paid  to  a  home  for 
each  patient  day.  The  incentive's  total  value  in  FY83  will  be 
$5.2  million.  The  incentive  is  available  to  homes  which  meet  cer- 
tain occupancy,  quality,  and  efficiency  standards.  In  FY83,  more 
than  half  of  the  582  homes  will  qualify.  For  several  reasons,  the 
Department  questions  whether  the  incentive  program  is  in  fact 
meeting  its  objective  of  encouraging  occupancy,  quality,  and  effi- 
ciency.  Specifically: 

o  There  is  no  conclusive  evidence  that  the  incentive  program 
itself  increased  occupancy.  At  least  a  portion  of  any  increase 
in  occupancy  is  attributable  to  a  12.3%  increase  in  the  number 
of  elderly  Massachusetts  residents  since  1970. 

o  The  incentive  has  had  no  appreciable  impact  on  the  number  of 
Medicaid  patients  on  administrative  day  status  (awaiting  com- 
munity or  nursing  home  placement). 

o  Homes  may  obtain  the  incentive  for  accepting  patients  they 
would  have  taken  even  without  the  incentive.  Further,  the 
availability  of  the  incentive  may  encourage  homes  to  accept  and 
retain  patients  who  do  not  need  nursing  home  care. 

o  The  RSC  and  the  Department  have  no  control  over  the  homes '  use 
of  incentive  payments.  Thus,  the  payments  may  be  used  for  pur- 
poses unrelated  to  patient  care  or  the  homes'  financial  stabil- 
ity. 
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Some  homes  do  use  the  incentive  to  improve  the  quality  of  care 
they  provide  and  to  serve  patients  requiring  heavier  care.  The 
Department  therefore  does  not  propose  eliminating  the  incentive 
but  narrowing  it  in  order  to  ensure  that  it  encourages  and  enables 
improved  patient  care  and  facility  financial  stability  rather  than 
simply  serving  as  an  add-on  to  the  rate.  This  proposal  would 
reduce  incentive  payments  by  approximately  28%  for  FY84  savings  of 
$1.2  million. 


3)  Interim  and  final  rates. 

The  present  system  of  nursing  home  reimbursement  includes  both 
prospective  and  retrospective  elements.  The  result  is  unsatisfac- 
tory for  both  the  facilities  and  the  Commonwealth.  Not  knowing 
what  their  actual  revenue  per  patient  will  be  prevents  facilities 
from  performing  adequate  financial  planning.  Not  receiving  reim- 
bursement adequate  to  meet  their  actual  costs  prevents  facilities 
from  purchasing  as  economically  as  possible  and  may  require  them 
to  secure  short  term  loans  at  high  interest  rates.  Both  of  these 
problems  create  substantial  unnecessary  costs  for  the  Common- 
wealth. In  addition,  the  existing  system  provides  some  homes  with 
funds  in  excess  of  their  eventual  needs.  This  excess  is  often 
difficult  to  recover.  Both  that  collection  activity  and  the  pro- 
cess of  determining  final  rates  demand  considerable  administrative 
attention,  reducing  resources  available  for  more  productive  activ- 
ities . 

The  Department  therefore  proposes  a  change  to  a  prospective  reim- 
bursement system.  Such  a  system  would  address  a  number  of  prob- 
lems outlined  above  and  offers  the  best  prospect  for  providing 
homes  with  strong  cost  control  and  quality  of  care  incentives. 
Prospective  rates  would  not  achieve  savings  in  FY84  because  of  the 
implementation  time  required.  During  the  transition  year,  FY85, 
the  Department  would  encounter  a  substantial,  albeit  temporary, 
cost  from  providing  up  to  $30  million  in  the  customary  retroactive 
rate  adjustments  to  prior  year  interim  rates  while  providing,  for 
the  first  time,  all-inclusive  prospective  rates.  However,  the 
system  would  provide  some  savings  in  FY85  and  substantial  savings 
thereafter.  The  magnitude  of  these  savings  will  become  clearer  as 
the  Department  and  the  RSC  develop  this  proposal  further. 


4)  Energy  costs 

Most  nursing  homes  are  considerably  less  energy  efficient  than 
they  might  be.  In  part,  many  homes'  failure  to  keep  pace  with  new 
developments  in  energy  conservation  results  from  difficulty  in 
financing  improvements  in  energy  efficiency.    The  Department, 
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having  completed  preliminary  discussions  with  RSC  and  energy  con- 
sultants, proposes  the  establishment  of  an  industry-government 
task  force  responsible  for  developing  a  detailed  proposal,  poten- 
tially including  the  establishment  of  a  revolving  loan  fund,  for 
improving  energy  efficiency  within  the  industry.  Completion  of 
this  proposal  prior  to  December  1  should  enable  its  inclusion  in 
the  Governor's  FY84  budget  submission  to  the  legislature.  Poten- 
tial savings  are  2.5-5%  of  each  home's  energy  spending.  The 
annual  value  of  this  initiative  is  $1  million.  Because  of  the 
time  needed  to  complete  the  necessary  renovations,  most  of  these 
savings  will  not  accrue  before  FY85. 


Noninstitutional  Services 

The  RSC  also  sets  Medicaid  rates  for  the  program's  noninstitutional  pro- 
viders, including  dentists,  physicians,  clinics  and  home  health  agen- 
cies. The  RSC  yearly  reviews  the  rates  in  effect  for  these  providers, 
which  accounted  for  $183  million  in  Medicaid  spending  in  FY82,  and  pro- 
vides them  with  inflation  and  other  adjustments. 

Physician  rates  have  often  been  the  focus  of  considerable  attention.  As 
the  following  chart  shows,  Medicaid  reimbursement  to  physicians,  while 
low  by  comparison  with  private  physician  reimbursement,  is  higher  than 
Medicaid  reimbursement  in  several  comparable  states.  In  part  for  this 
reason,  the  Department  historically  has  opposed  substantial  increases  in 
physician  reimbursement.  A  more  Important  issue  is  that  there  is  no 
conclusive  evidence  that  increasing  physician  reimbursement  would  shift 
primary  care  out  of  outpatient  departments  and  into  health  centers  and 
physician's  offices.  The  physician  community  could  develop  a  plan,  per- 
haps as  an  adjunct  to  managed  health,  for  accomplishing  such  a  shift. 
Such  a  plan,  which  should  offer  savings  considerably  in  excess  of  the 
cost  of  a  physician  rate  increase,  would  enable  the  Department  to  sup- 
port a  thorough  upgrading  of  physician  fees. 

Procedure       Mass.      New  York      New  Jersey      Pennsylvania 

Office  Visit 

Routine       $11.50      $7-9  $6-7  $8-11 

Prolonged      17         9.50-19.50       11-13  8-11 

Tonsillectomy    112.50      60-80  68-79  40 

Complete 

Hysterectomy   487        240  289-333         150 

Double  Coronary 

Bypass        1,236       1,200  1,310  200 
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CASELOAD 

Caseload  Characteristics 

Medicaid  services  are  provided  to  all  recipients  in  the  SSI,  AFDC,  and 
Refugee  Resettlement  programs.  Recipients  in  these  programs  constitute 
80%  of  all  Medicaid  recipients;  their  characteristics  are  described  in 
preceding  sections  of  the  narrative.  In  Massachusetts,  Medicaid  serv- 
ices are  also  provided  to  individuals  who  meet  most  of  the  categorical 
requirements  for  SSI  or  AFDC  but  who  have  income  or  assets  in  excess  of 
the  eligibility  standards  for  these  programs.  Individuals  who  qualify 
for  this  Medicaid-only  (MA-Only)  program  are  classified  in  one  of  four 
different  categories  of  assistance:  elderly  (MA-OAA),  disabled  (MA-DA), 
families    (MA-AFDC) ,    or  children   (MA-Under  21). 

MA-OAA.  Seventy-five  percent  of  these-  elderly  recipients  reside  in 
nursing  homes.  Because  of  the  exceedingly  high  cost  of  this  long-term 
care  (averaging  over  $14,000  per  year  in  FY82),  most  individuals  who 
enter  nursing  homes  privately  have  to  apply  for  Medicaid  when  their  own 
resources  are  exhausted.  Approximately  35,000  individuals,  or  75%  of 
all  nursing  home  residents  in  Massachusetts,  rely  on  Medicaid  to  pay  for 
at  least  part,  and  in  many  cases  all,  of  their  nursing  home  costs. 
Twenty-one  percent  of  all  MA-OAA  recipients  are  between  65  and  75  years 
of  age.  Seventy-three  percent  of  MA-OAA  cases  are  between  75  and  95 
years   old.      The  remaining   six   percent  are  over  95  years   of   age. 

Another  group  of  recipients  in  the  MA-OAA  category  are  individuals  with 
pensions  or  assets  above  the  Medicaid-only  standards.  These  individuals 
ordinarily  become  eligible  to  receive  Medicaid  only  after  they  have 
"spent  down"  the  income  or  assets  in  excess  of  the  eligibility  standard. 
These  recipients   comprise   less   than   two   percent   of   the  MA-OAA  caseload. 

A  third  group  within  the  MA-OAA  category  is  composed  of  former  SSI 
recipients  who  qualify  for  Medicaid  benefits  under  the  Pickle  Amendment 
to  the  Social  Security  Act  of  1977.  These  so-called  "Pickle  cases"  are 
former  SSI  recipients  who  also  had  Social  Security  income,  and  who 
received  Social  Security  cost-of-living  increases  sufficient  to  make 
them  ineligible  for  SSI.  Pickle  cases  represent  nearly  14%  of  all 
MA-OAA  recipients. 

MA- DA.  Forty-seven  percent  of  these  disabled  recipients  reside  in  nurs- 
ing homes  or  other  long-term  care  institutions.  A  large  percentage  of 
the  non-institutionalized  MA-DA  recipients  are  former  state  school  and 
state  hospital  residents  who  now  live  in  the  community.  Approximately 
15%  of  all  MA-DA  recipients  are  Pickle  cases.  The  median  age  of  MA-DA 
recipients   is   40. 

MA-AFDC .  Most  MA-AFDC  cases  are  low-income,  single-parent  families,  or 
intact    families    with    one    parent    unemployed    or    incapacitated.       The    MA- 
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AFDC  category  also  includes  cases  that,  as  a  result  of  the  federal 
Omnibus  Budget  Reconciliation  Act  of  1981,  are  no  longer  eligible  under 
the  AFDC  program,  such  as  pregnant  women,  single-parent  families  with 
children  18  to  21  years  of  age,  and  families  with  stepparent  income. 
Thirty  to  forty  percent  of  the  MA-AFDC  caseload  in  FY84  will  be  families 
who  are  no  longer  eligible  for  AFDC  because  they  have  found  better- 
paying,  full-time  employment.  Though  they  no  longer  receive  cash 
assistance,  the  Department  provides  families  with  three  months  of  Medi- 
caid coverage  to  allow  time  for  them  to  enroll  in  employee  health  plans. 

MA-Under  21.  The  recipients  in  this  category  of  assistance  are  for  the 
most  part  children  of  low-income  families  that  do  not  meet  the  categori- 
cal requirements  for  AFDC.  These  include  the  "working  poor"  and  fami- 
lies receiving  General  Relief.  MA-Under  21  recipients  also  include 
low-income  18  to  21  year  olds  living  apart  from  their  parents,  children 
with  severe  medical  needs,  children  in  state  homes  for  the  mentally 
retarded,  and  foster  children. 


Projected  FY84  Cost  Per  Case 
Category 


AFDC 

SSI-Elderly 

SSI-Disabled 

MA-Elderly 

MA-Disabled 

MA-AFDC 

MA-Under  21 


The  original  concept  behind  the  Medicaid-only  program  was  to  provide 
medical  coverage  to  "working  poor"  families  and  to  medically  needy 
elderly  and  disabled  individuals  whose  income  is  marginally  higher  than 
the  eligibility  standards  for  AFDC  or  SSI.  However,  the  Medicaid-only 
income  eligibility  standards  have  not  risen  at  the  same  rate  as  either 
the  SSI  standards  or  the  AFDC  eligibility  standards.  This  has  had  two 
consequences.  First,  elderly  and  disabled  individuals  who  have  too  much 
income  to  qualify  for  SSI,  also  cannot  qualify  for  Medicaid-only.  This 
is  a  problem  because  the  fixed  income  these  individuals  rely  on  may  not 
be  adequate  to  cover  the  basic  costs  of  food,  shelter,  and  medical  care. 
If  they  cannot  get  assistance  with  their  medical  bills,  these  indivi- 
duals may  be  compelled  to  enter  nursing  homes,  where  Medicaid  assumes 
the  entire  cost  of  their  food  and  shelter,  as  well  as  their  medical 
care.  Second,  because  wages  have  increased  faster  than  the  Medicaid- 
only  standards,  the  Medicaid-only  program  excludes  many  of  the  low- 


Average  Annual 

Cost  Per  Case 

$  2,563 

1,694 

3,689 

12,857 

11,182 

3,418 

1,900 
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income,  "working  poor"  families  it  was  intended  to  serve.  Without 
Medicaid,  many  of  these  families  have  no  health  insurance.  As  a  result, 
when  a  family  member  becomes  sick,  the  family  may  delay  seeking  treat- 
ment until  the  condition  becomes  serious,  and  therefore  more  difficult 
and  costly  to  treat.  This  in  turn  increases  the  bad  debt/free  care  bur- 
den at  the  municipal  hospitals  that  treat  the  uninsured  population. 

The  following  chart  indicates  how  little  the  Medicaid-only  income  eligi- 
bility standard  has  increased,  compared  to  the  AFDC  eligibility  standard 
and  the  federal  minimum  wage  level,  from  1975  to  1982. 

Comparison  of  Growth  in  the  Medicaid-Only  Income  Standards 


1975 


1982 


%  Change 


Monthly  Medicaid-Only  Eligibility 
Standard  for  a  family  of  four 


$440 


$445 


1.14% 


Monthly  AFDC  Grant  for  a  family 
of  four 


$331 


$445 


34.4% 


Federal  Minimum  Wage 


$2.10    $3.35    59.5% 


Caseload  Changes  Over  Time 


In  the  early  1970s,  steady  caseload  growth  was  an  Important  factor  to 
the  growth  of  Medicaid  expenditures.  Since  1975,  the  number  of  reci- 
pients has  declined  significantly,  as  the  following  chart  illustrates". 
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Change  in  the  Number  of  Medicaid  Recipients 


FY76  to  FY82 


Children  and 
Families 


Elderly 


Disabled 


Total 


Number  %  Change  Number  %  Change  Number  %  Change  Number  %  Change 


FY70  320,000 


109,000 


FY75  409,900   28.1    117,200    6.6 
FY80  393,300   -4.0%   112,300   -4.2% 
FY82  325,500   -17.2%   99,300  -11.6% 


25,400 


455,300 


45,400   82.7    573,500   26.0 
61,300   31.1%   566,900   -1.15% 
59,800   -2.4%   484,600  -14.5% 


As  the  result  of  major  federal  policy  changes  contained  in  the  Omnibus 
Budget  Reconciliation  Act  of  1981,  the  AFDC  caseload  was  reduced  from 
120,500  cases  in  August  1981  to  95,000  in  July  1982,  the  largest  one- 
year  caseload  decline  in  the  history  of  the  state's  AFDC  program. 
Because  AFDC  recipients  constitute  approximately  60%  of  all  Medicaid 
recipients,  it  seemed  likely  that  Medicaid  expenditures  for  this  cate- 
gory of  assistance  would  likewise  decline  significantly  in  FY82 . 
However,  because  the  recipients  who  lost  AFDC  eligibility  under  the 
federal  changes  were  those  with  steady  employment  who  are,  as  a  rule, 
relatively  healthy,  the  Medicaid  program  did  not  achieve  the  large 
savings  anticipated.  In  fact,  analysis  of  Medicaid  expenditures  for  the 
former  AFDC  cases  indicates  that  their  average  monthly  expenditures  per 
case  were  $73,  only  40%  of  the  expenditures  for  the  average  AFDC  case. 
Consequently,  because  the  recipients  who  lost  AFDC  eligibility  had  less 
than  average  medical  costs,  Medicaid  expenditures  for  this  category  of 
assistance  did  not  decline  commensurately  with  the  caseload  decline. 


Caseload  Changes  in  FY84 

The  composition  of  the  Medicaid-only  caseload  will  change  during  FY84  as 
a  result  of  major  state  and  federal  policy  changes.  These  changes  are 
detailed  below. 

Federal  Policy  Changes.  In  compliance  with  the  provisions  of  the  Omni- 
bus Budget  Reconciliation  Act  of  1981,  the  Department  has  adopted 
several  AFDC -related  policy  changes  in  its  Medicaid-only  program.   These 
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changes,  which  concern  issues  such  as  the  standard  deduction  for  child 
care  and  work-related  expenses  and  the  "30  and  1/3  income  disregard" 
policy,  have  caused  moderate  reductions  in  the  Medicaid-only  caseload. 
This  decline,  however,  will  be  more  than  offset  in  FY83  and  FY84  by  the 
effect  of  other  federal  AFDC  eligibility  changes  which,  if  not  adopted 
in  the  Medicaid-only  program,  will  result  in  a  shift  of  cases  from  AFDC 
to  MA-AFDC  and  MA-Under  21.  These  changes,  concerning  pregnant  women, 
families  with  children  18  to  21  years  of  age,  and  families  with  step- 
parent income,  are  broader  in  nature  and  therefore  affect  a  larger  num- 
ber of  AFDC  recipients.  Families  terminated  from  AFDC  as  a  result  of 
these  changes  may  continue  to  be  eligible  for  medical  assistance  under 
the  Medicaid-only  program.  The  net  effect  of  the  federal  policy  changes 
will  be  a  significant  increase  in  the  Medicaid-only  caseload  in  FY83  and 
FY84. 

Ciampa  v.  Schweiker.  The  federal  court's  recent  ruling  in  the  Ciampa  v. 
Schweiker  case  requires  the  Department  to  expand  its  interpretation  of 
the  Pickle  Amendment  in  the  determination  of  eligibility  for  the 
Medicaid-only  program.  Prior  to  the  court  ruling,  only  those  former  SSI 
recipients  who  had  lost  their  SSI  eligibility  as  a  direct  result  of  an 
increase  in  Social  Security  benefits  were  eligible  for  Medicaid  under 
the  Pickle  Amendment.  As  of  February  15,  1982,  eligibility  for  Medicaid 
under  the  Pickle  Amendment  must  include  all  former  SSI  recipients  who 
would  qualify  for  SSI  but  for  their  Social  Security  increases, 
regardless  of  the  original  reason  for  closing.  The  court's  decision 
resulted  in  a  moderate  increase  in  FY82  in  the  number  of  Pickle  cases  in 
the  MA-OAA  and  MA-DA  caseloads.  The  number  of  Pickle  cases  is  expected 
to  increase  steadily  in  FY83  and  FY84  as  more  Social  Security  recipients 
are  terminated  from  SSI. 

MAOA  v.  Commissioner.  The  MAOA  v.  Commissioner  case  concerns  the  De- 
partment's policy  of  automatically  terminating  Medicaid  benefits  when 
AFDC  or  SSI  recipients  lose  their  eligibility  for  the  cash  grant-  The 
plaintiffs  contend  that  before  the  Department  can  discontinue  Medicaid, 
it  must  determine  whether  or  not  the  former  SSI  or  AFDC  recipients  would 
be  eligible  for  Medicaid.  The  Department,  however,  maintains  that  there 
are  really  two  Medicaid  programs — one  of  automatic  entitlement  for  SSI 
and  AFDC  recipients  where  there  is  no  eligibility  determination,  and 
Medicaid-only  where  eligibility  is  actually  determined.  Thus,  when  the 
recipients'  automatic  benefits  are  terminated,  there  has  been  no  loss  of 
a  benefit  for  which  they  have  been  determined  eligible.  If  this  lawsuit 
is  decided  in  the  plaintiffs'  favor,  there  would  be  a  significant  in- 
crease in  the  Medicaid-only  caseload .  Cases  teminated  from  SSI  and  AFDC 
would  continue  to  receive  Medicaid  coverage  until  eligibility  infor- 
mation could  be  obtained  from  the  recipients  and  until  sufficient  staff 
were  available  to  review  this  information.  At  present,  the  Department 
does  not  have  the  administrative  resources  to  handle  this  volume  of 
required  eligibility  determinations. 
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UTILIZATION 

The  Medicaid  program  seeks  to  meet  recipient  health  care  needs  while 
ensuring  that  recipients  obtain  only  necessary  services  in  the  least 
costly  facility  or  setting  providing  those  services.  The  program  in  its 
present  form  meets  none  of  these  objectives.  Every  month,  each  of  the 
state's  more  than  500,000  Medicaid  recipients  receives  a  Medicaid  card. 
These  cards  provide  recipients  with  virtually  unlimited  access,  free  of 
charge,  to  the  state's  extraordinary  health  care  system.  Using  the 
card,  recipients  may  obtain  almost  any  service  in  virtually  any  health 
care  facility  in  Massachusetts.  Providers  then  bill  the  Department  for 
each  service  the  recipients  obtain.  As  this  description  suggests,  the 
program's  present  structure: 

o  with  few  exceptions,  does  not  limit  recipient  use  of  services. 
Indeed,  recipients  may  "shop"  for  services:  visit  several  provi- 
ders for  treatment  of  the  same  condition  until  obtaining  the 
desired  treatment. 

o  permits  recipients  to  obtain  services  in  a  setting  of  the  recip- 
ients' choosing,  regardless  of  expense. 

o  pays  providers  for  each  service  they  deliver.  This  fee-for-serv- 
ice  system  at  least  implicitly  encourages  providers  to  deliver 
more  and  more  intensive  services  than  necessary  as  a  means  of 
increasing  their  reimbursement. 

o  does  not  confine  the  purchase  of  Medicaid  services  to  the  most 
economical  providers  available,  despite  wide  variations  within 
some  provider  groups,  particularly  hospitals,  in  charges  for  simi- 
lar services. 

o  does  not  limit  the  number  of  service  providers  in  the  program. 
Any  provider  of  any  reimbursable  service  who  meets  Medicaid  cer- 
tification requirements  may  join  the  program,  regardless  of 
whether  there  is  a  need  for  additional  services  of  that  type. 

Thus,  the  Department  pays  for  recipient  and  provider  decisions  about  the 
use  of  services  but  has  almost  no  influence  over  those  decisions.  The 
result  is  that  recipients  obtain  more  services  and  more  costly  services 
in  more  expensive  settings  than  the  recipients'  conditions  require.  The 
following  examples  are  illustrative  rather  than  exhaustive: 

o  A  recent  federal  study  found  that  90%  of  the  Medicaid  patients  in 
four  chronic  hospitals  did  not  require  chronic  hospital  care,  but 
should  be  in  less  intensive  facilities  or  in  the  community. 
Assuming,  conservatively,  that  75%  of  chronic  hospital  Medicaid 
patients  are  inappropriately  placed  and  that  all  of  these  require 
skilled  nursing  facility  care,  the  Commonwealth  is  spending  a 
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minimum  of  $30.2  million  for  unnecessary  care  in  chronic  hospi- 
tals. 

o  The  Department  estimates  that  up  to  5%  of  the  acute  inpatient 
hospital  days  for  which  the  Department  pays  are  not  medically 
necessary.  Payments  for  these  days  cost  the  Department  approxima- 
tely $13  million  in  FY81 .  In  addition,  eight  of  the  top  ten  Medi- 
caid providers  of  inpatient  and  outpatient  hospital  services  are 
major  teaching/tertiary  care  hospitals.  Most  of  the  hospital  care 
Medicaid  recipients  require  is  routine  and  need  not  be  delivered 
in  teaching  hospitals,  which  charge  per  diems  ranging  from  $3  50  to 
$600  for  care  provided  for  $100-$200  less  in  lower  cost  hospitals. 
The  specialized  services  available  in  the  teaching  hospitals  raise 
the  operating  costs  and  therefore  the  rates  at  these  facilities 
and  account  for  the  difference  in  rates  between  the  teaching 
facilities  and  the  lower  cost  community  hospitals.  Delivery  of 
routine  care  in  teaching  hospitals  results  in  unnecessary  spending 
of  $12-$16  million  per  year. 

o  Many  Medicaid  recipients  rely  on  hospital  emergency  rooms  and  out- 
patient departments  for  routine  care  that  the  recipients  could 
obtain  less  expensively  in  a  neighborhood  health  center  or  a  doc- 
tor's office.  National  data  shows  that  visits  to  hospital  OPDs 
and  emergency  rooms  account  for  21%  of  Medicaid  recipients'  visits 
to  medical  providers,  while  0PD/ER  visits  account  for  only  12%  of 
visits  by  the  general  population  and  11%  of  visits  by  the  pri- 
vately insured.  Locally,  a  study  of  approximately  300  randomly 
chosen  visits  to  one  hospital's  emergency  room  found  that  47%  of 
those  visits  were  inappropriate  —  that  the  recipients  could  have 
obtained  the  care  they  needed  for  50-75%  less  than  the  cost  in  an 
emergency  room.  This  study,  while  confirming  previous  Department 
information  about  emergency  room  utilization,  does  not  permit  an 
exact  cost  estimate  of  unnecessary  emergency  room  spending.  How- 
ever, Medicaid  spending  for  hospital  outpatient  services  will  be 
approximately  $83  million  in  FY83.  If  20%  of  this  spending  is  for 
care  that  recipients  should  obtain  elsewhere,  at  half  the  price  of 
obtaining  it  in  an  emergency  room,  the  Department  could  save  $8.3 
million  by  shifting  inappropriate  care  out  of  the  emergency  room. 

o  The  Department  purchases  durable  medical  equipment,  dental  sup- 
plies, and  lab  and  other  services  from  a  variety  of  vendors. 
While  all  vendors  bill  from  RSC-established  fee  schedules,  pur- 
chasing from  up  to  different  vendors  for  a  given  service  prevents 
the  Department  from  obtaining  the  economies  achievable  through 
volume  purhasing  and  through  buying  from  the  most  economical  ven- 
dor of  services.  This  results  in  unnecessary  expenditures  of  at 
least  $2-3  million. 

Despite  these  problems,  Massachusetts  is  in  better  shape  than  most  other 
states.   During  1980,  the  most  recent  year  for  which  data  is  available, 
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Massachusetts  recipients  were  less  likely  than  Medicaid  recipients 
nationally  to  have  used  every  major  service  with  the  exception  of  inpa- 
tient hospital  care.  Massachusetts  recipients  were  22%  more  likely  to 
have  had  at  least  one  inpatient  hospital  stay.  Further,  because  of  the 
cost  saving  and  management  improvement  efforts  the  state  has  already 
implemented,  Massachusetts'  cost  per  utilizing  recipient  is  lower  than 
70%  of  the  states  offering  comparably  broad  eligibility  and  services. 
This  accomplishment  is  particularly  noteworthy  because  the  cost  of  medi- 
cal care  in  Massachusetts  is  among  the  highest  of  those  comparable 
states . 

But,  as  the  foregoing  description  of  utilization  of  the  program  indi- 
cates, there  is  considerable  room  for  improvement.  The  fiscal  pressures 
on  the  program,  and  the  Department's  responsibility  to  taxpayers,  recip- 
ients, and  providers,  require  those  improvements.  Moreover,  the  other 
alternatives  are  at  best  undesirable:  reductions  in  services,  eligibi- 
lity, and  provider  reimbursement.  The  Department  has  therefore  devel- 
oped both  short  and  long  term  strategies  to  solve  the  program's 
utilization  problems.  Savings  from  each  individual  initiative  appear  at 
the  end  of  the  Medicaid  narrative  in  a  summary  of  the  Department's  FY84 
Medicaid  savings  agenda. 


Short  Term 

In  FY84,  the  Department  will  continue  the  utilization  control  efforts  it 
has  begun  in  the  last  several  years.   These  include: 

o  institutional  utilization  control 

The  Department  has  four  initiatives  in  this  area:  acute  hospital 
utilization  review,  which  reviews  acute  hospital  stays  and  denies 
payment  for  unnecessary  care;  chronic  hospital  utilization  revi-ew, 
which  enables  the  Department  to  enforce  its  policy  of  paying  less 
than  chronic  hospital  rates  for  recipients  in  chronics  who  do  not 
require  a  chronic  level  of  care;  nursing  home  presecreening,  which 
evaluates  all  Medicaid  recipients  seeking  a  nursing  home  bed  to 
determine  their  appropriate  level  of  nursing  home  or  community 
care;  and  nursing  home  monitoring,  which  provides  patient  reloca- 
tions following  nursing  home  closings  and  seeks  to  relevel 
patients  who  no  longer  require  the  quality  of  care  they  have  been 
receiving.  These  initiatives  have  an  annual  savings  value  of  $12 
million. 

o  administrative  control 

The  Department  has  six  initiatives  in  this  area:  volume  purchasing 
of  eyeglasses  and  certain  dental  supplies;  encouraging  the  use  of 
generic  drugs;  prior  approval  for  certain  services  and  procedures; 
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a  pharmacy  lock-in  for  recipients  who  overutilize  drug  services; 
and  administrative  changes  in  the  transportation  program  designed 
to  reduce  inappropriate  utilization.  These  activities  achieve 
annual  savings  of  approximately  $5.5  million. 

In  addition  to  continuing  these  activities,  the  Department  is  proposing 
the  following  new  initiatives  for  FY84: 

o   copayments 

As  noted  above,  recipients  often  utilize  OPD  or  emergency  room 
services  for  primary  care  needs  instead  of  using  less  expensive 
community  health  centers  or  physicians'  offices.  The  Department 
therefore  will  consider  requiring  a  $1  recipient  copayment  for  all 
OPD  and  ER  services  with  the  exception  of  those  emergency  room 
services  necessary  to  preserve  life.  With  few  exceptions,  all  OPD 
services  are  available  less  expensively  in  other  settings.  If 
recipients  want  to  choose  more  expensive  OPD  care,  they  must  begin 
to  assume  some  of  the  financial  consequences  of  that  decision.  A 
$1  copayment  would  encourage  recipients  to  obtain  routine  care  in 
less  expensive  settings  without  preventing  recipients  who  gen- 
uinely need  OPD  services  from  obtaining  them.  The  Department  will 
establish  an  appeal  procedure  for  recipients  with  continuing  OPD 
care  needs  for  whom  the  $1  copayment  would  impose  an  undue  hard- 
ship. Implementation  of  this  initiative  would  require  a  change  in 
state  law;  requiring  copayments  from  all  OPD  utilizers  would  re- 
quire a  waiver  of  federal  regulations,  which  do  not  appear  to  per- 
mit copayments  for  OPD  services  rendered  to  children  and  services 
related  to  pregnancy.  If  the  Department  decided  to  seek  legisla- 
tive approval  for  this  initiative  and  received  that  approval,  FY84 
savings  from  copayments  which  the  Department  could  require  without 
a  waiver  would  be  $1.4  million. 

o  volume  purchase 

The  Department  will  seek  to  significantly  expand  the  services  and 
products  it  purchases  in  volume.  This  effort  will  include  durable 
medical  equipment,  dentures,  orthodontic  supplies,  lab  services, 
prosthetics,  and  orthotics.  As  Department  experience  with  volume 
purchase  of  eyeglasses  indicates,  volume  purchasing  offers  signi- 
ficant economies  without  compromising  quality  or  significantly 
reducing  recipient  choice.  Expansion  of  volume  purchasing  will 
save  $750,000  in  FY84. 

o   prior  approval  and  service  policy  changes 

The  Department  will  expand  its  successful  prior  approval  ini- 
tiative by  toughening  regulations  in  several  areas,  including  men- 
tal health,  home  health,  and  transportation.   Through  use  of  the 
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new  Medicaid  Management  Information  System,  this  effort  will 
result  in  Departmental  review  of  all  utilization  in  excess  of 
average  levels  in  these  programs.  In  addition,  the  Department 
will  eliminate  certain  specific  procedures  and  services  which  it 
currently  pays  for  but  which  frequently  are  not  medically  neces- 
sary. These  prior  approvals  and  service  changes  will  result  in 
FY84  savings  of  $1.25  million. 

o  selective  contracting 

The  Department  will  begin  contracting  for  the  delivery  of  certain 
routine  inpatient  and  outpatient  medical  and  surgical  services  at 
selected  lower-cost  hospitals  and  (for  outpatient  services)  com- 
munity health  centers.  Except  in  emergency  situations,  the 
Department  will  reimburse  for  these  routine  procedures  only  at  the 
facilities  with  which  it  has  contracted.  In  implementing  this 
initiative,  the  Department  will,  as  required  by  law,  consider  its 
impact  on  facilities  which  serve  a  disproportionate  number  of  low 
income  citizens.   This  initiative  will  save  $1  million  in  FY84. 

o  nursing  home  continued  stay  review 

As  is  described  in  the  section  on  caring  for  the  elderly,  a  sub- 
stantial percentage  of  recipients  in  nursing  homes  are  receiving 
more  intensive  care  than  they  need.  Focusing  on  homes  with  high 
levels  of  such  inappropriate  placements,  the  Department  will 
review  recipients  in  nursing  homes  and  relevel,  or  place  in  the 
community  with  appropriate  support,  those  who  no  longer  need 
nursing  home  care.   This  initiative  will  save  $1  million  in  FY84. 


Long  Term 

The  initiatives  described  above  focus  on  imposing  some  controls  on  Medi- 
caid utilization.  However,  these  initiatives  do  not  go  far  enough 
because  they  fail  to  comprehensively  address  the  program's  basic  prob- 
lem: the  current  fee-for-service  reimbursement  system,  which  encourages 
providers  to  deliver  and  recipients  to  obtain  more  and  more  expensive 
services  than  necessary.  Long  term  control  of  Medicaid  costs  therefore 
depends  on  replacement  of  the  existing  system  with  one  providing  finan- 
cial rewards  for  providers  who  act  as  effective  gatekeepers,  ensuring 
that  recipients  obtain  only  necessary  services  in  the  least  costly  set- 
ting which  will  meet  their  needs.  The  Department  believes  that  a  system 
of  managed  care  is  the  best  available  alternative  to  the  fee-for-service 
system.  Managed  care,  described  in  detail  in  the  Utilization  Review 
account  narrative,  will  save  $4.24  million  in  FY84.  The  Department 
expects  to  have  all  recipients  enrolled  in  managed  care  plans  by  FY88. 
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OTHER  PROGRAM  ISSUES 

In  addition  to  the  contributions  which  rates,  caseload,  and  utilization 
make  to  Medicaid  spending,  several  specific  program  issues  also  have  an 
impact.  These  —  caring  for  the  elderly  in  Massachusetts,  the  deter- 
mination of  need  process,  changes  in  federal  support  of  the  Medicaid 
program,  and  third  party  liability/provider  review  problems  —  are 
described  in  special  sections  below.  The  narrative  then  concludes  with 
a  summary  of  the  FY84  budget  request,  including  a  summary  of  the  FY84 
savings  agenda. 


CARING  FOR  THE  ELDERLY  IN  MASSACHUSETTS 

The  most  serious  problem  confronting  the  Medicaid  program  is  how  to  pro- 
vide affordable,  quality  care  to  a  growing  low  income  elderly  popula- 
tion. The  Commonwealth  must  immediately  begin  to  confront  this  problem 
more  effectively  than  it  has  in  the  past.  The  elderly  account  for  an 
increasing  proportion  of  the  state's  residents.  And,  all  too  often,  the 
elderly  become  nursing  home  residents.  At  $14,000-$16,000  per  year,  the 
cost  of  institutional  long  term  care  is  prohibitive.  These  factors 
together  have  resulted  in  the  Medicaid  program  spending  an  increasing 
proportion  of  its  resources  on  caring  for  the  elderly.  In  FY84,  the 
program  will  spend  $581  million,  or  more  than  half  of  its  total  budget, 
on  care  for  the  40,000  recipients  in  nursing  homes  and  chronic  hospi- 
tals. The  community  and  institutionalized  elderly  together  will  make  up 
21%  of  all  Medicaid  recipients  but  will  account  for  50%  of  expenditures. 
Because  of  the  state's  limited  resources  for  human  services,  this  in- 
crease in  spending  on  the  elderly  has  a  direct  relationship  with  the 
Commonwealth's  inability  to  increase  income  eligibility  standards  for 
Medicaid  for  families  and  children.  Unless  the  Commonwealth  finds  more 
cost  effective  ways  of  caring  for  the  elderly,  this  trend  will  doubtless 
continue,  preventing  the  Commonwealth  from  meeting  the  Medicaid  pro- 
gram's commitment  to  providing  health  care  for  the  "working  poor"  as 
well  as  the  elderly.  Moreoever,  failure  to  address  the  cost  of  caring 
for  the  elderly  may  eventually  mean  that  the  Commonwealth  can  no  longer 
afford  to  meet  the  program's  commitment  to  even  the  elderly  it  presently 
serves . 


Dimensions  of  the  Problem 

For  Medicaid,  the  problem  of  caring  for  the  elderly  has  a  number  of 
dimensions.   These  issues,  described  in  more  detail  below,  include: 

o  the  state's  demographic  picture 

o  eligibility 

o  institutional  care 

o  the  need  for  alternatives  to  institutional  care 
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The  State's  Demographic  Picture 

The  problem  of  providing  affordable  care  to  the  elderly  is,  to  be  sure, 
a  national  one.  Total  national  spending  for  nursing  homes  increased 
368%  from  1969's  $3.8  billion  to  1979fs  level  of  $17.8  billion.  Nation- 
wide Medicaid  spending  for  institutional  long  term  care  increased  during 
that  period  at  an  average  rate  of  17.2%  per  year.  In  federal  1983, 
institutional  long  term  care  services  are  expected  to  cost  Medicaid  a 
total  of  $16  billion  nationally.  These  increases  result  largely  from 
demographic  trends.  The  population  at  risk  of  institutionalization, 
particularly  those  75  or  over,  has  grown  by  over  50%  in  the  last  ten 
years.  This  trend  will  continue  for  the  forseeable  future,  resulting  in 
a  disproportionate  number  of  "old"  elderly. 

Massachusetts  has  even  aged  faster  than  the  rest  of  the  nation.  About 
12.7%  of  the  state's  population  is  65  or  over,  compared  with  11.3%  of 
the  population  nationally.  In  addition,  a  larger  proportion  of  the 
Massachusetts  elderly  population  are  75  and  over:  41.8%  as  compared  to 
39%  nationally.  Further,  more  Massachusetts  residents  remain  in  the 
state  their  entire  lives  (65.7%  as  compared  to  the  55.9%  national 
average)  and  their  average  life  expectancy  has  increased  consistently. 
Thus,  while  these  demographic  trends  are  being  experienced  nationally, 
their  impact  on  Massachusetts,  including  a  consequent  increased  utiliza- 
tion of  institutional  long  term  care,  has  already  been  —  and  will  con- 
tinue to  be  —  significantly  greater. 

But  the  problem  is  not  simply  an  increase  in  the  number  of  elderly. 
Traditionally,  families  and  friends  have  provided  60-80%  of  the  care 
which  chronically  ill  and  disabled  elderly  receive.  However,  while  the 
number  of  frail  elderly  grows,  the  capacity  of  these  traditional  net- 
works diminishes.  Nationally,  20%  of  those  over  65  have  no  surviving 
relatives.  In  1980,  25.5%  of  Massachusetts  elderly  lived  alone.  The 
general  aging  of  the  population  and  the  increased  participation  of  women 
in  the  work  force,  women  who  are  therefore  not  able  to  care  for  elderly 
family  members,  are  key  factors  in  this  trend.  The  state  also  has  more 
widowed  women  over  75  than  the  national  average.  Many  of  these  women 
receive  little  more  than  minimal  social  security  payments  and  are  likely 
candidates  for  institutional  care  when  they  become  ill. 

These  demographic  factors  have  contributed  to  the  state's  Medicaid 
program  covering  a  higher  than  average  portion  of  the  state's  popula- 
tion. While  8%  of  the  nation's  elderly  are  SSI  eligible,  Massachusetts 
SSI  program  includes  11.6%  of  the  state's  elderly.  Massachusetts  cov- 
ered 9.6%  of  the  state's  elderly  through  the  state's  medically  needy  or 
MA-only  program,  while  only  3.1%  of  the  nation's  elderly  participated  in 
this  program,  which  approximately  20  states  and  territories  do  not 
offer.  In  1980,  national  Medicaid  spending  on  the  elderly  averaged  $340 
per  1,000  population  (eligible  and  ineligible)  aged  65  or  more.  Massa- 
chusetts spent  $643  per  1,000  elderly.   This  does  not  reflect  higher 
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costs  in  Massachusetts  —  the  cost  per  recipient  in  the  state  was  in 
fact  slightly  lower  than  the  national  average  —  but  rather  the  signifi- 
cantly larger  than  average  Massachusetts  elderly  Medicaid  caseload. 

Why  are  more  of  the  state's  elderly  on  Medicaid?  The  state's  income 
eligibility  standards  are  among  the  highest  in  the  nation,  thereby 
making  it  easier  than  it  is  in  most  other  states  for  the  elderly  to 
qualify  for  Medicaid.  The  demographic  factors  noted  above  also  provide 
a  part  of  the  answer.  In  addition,  Boston's  cost  of  living  for  a  low- 
income  retired  couple  is  the  highest  in  the  nation.  The  small  fixed 
incomes  most  elderly  receive  may  barely  cover  their  basic  shelter  costs, 
and  the  situation  is  even  more  difficult  for  a  single  person.  It  is 
also  true  that,  statistically,  the  likelihood  of  poverty  increases  with 
age,  as  does  the  likelihood  of  chronic  illness  and  the  need  for  some 
form  of  care.  Further,  medical  services  are  unusually  plentiful,  while 
geographically  skewed,  in  Massachusetts.  Of  particular  note:  the  state 
ranks  12th  in  the  nation  in  number  of  nursing  home  beds  per  thousand 
population  65  and  over  with  73.1  per  thousand.  The  national  average  is 
56.1.  Not  surprisingly,  given  the  supply  of  beds  and  the  demographics 
of  the  population,  the  percentage  of  elderly  receiving  institutional 
care  is  significantly  higher  in  Massachusetts  than  in  the  nation  as  a 
whole.  In  1977,  7.1%  of  the  elderly  in  Massachusetts  were  in  nursing 
homes  or  chronic  hospitals,  compared  with  4.8%  for  the  nation.  The  bed 
supply  is  not  directly  responsible  for  growth  in  the  state's  elderly 
population.  However,  the  greater  than  average  availability  of  Medicaid 
reimbursable  services,  and  several  of  the  dmeographic  factors  noted 
above,  make  it  more  likely  for  the  elderly  to  become  medically  needy, 
thereby  contributing  to  the  higher  than  average  percentage  of  the 
state's  elderly  who  are  on  the  Medicaid  caseload.  There  is  some  limited 
evidence  which  suggests  that  eligibility  problems  described  below  and 
limitations  in  the  state's  existing  claims  processing  and  management 
information  systems  also  play  a  role. 


Eligibility 

The  Department,  through  the  establishment  of  long  term  care  eligibility 
units  staffed  by  specialists,  has  improved  its  ability  to  accurately 
determine  whether  an  elderly  applicant  is  eligible  for  Medicaid  and  to 
identify  assets  and  income  that  the  applicant  must  by  law  contribute  to 
the  cost  of  his  or  her  care.  These  units  have  played  a  key  role  in 
reducing  the  Department's  Medicaid  eligibility  error  rate  from  14.2%  in 
March,  1980  to  8.9%  in  September,  1981.  The  Department's  effort  to 
match  applicant  and  recipient  records  against  bank  records  will  bring 
the  Department  still  closer  to  ensuring  that  those  Medicaid  serves  are 
in  fact  eligible  for  the  program. 

However,  current  state  law  prohibits  the  counting  of  an  applicant  or 
recipient's  home  as  an  asset  in  determining  or  redetermining  eligibil- 
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ity.  The  consequence  of  this  policy  is  that  the  Medicaid  caseload 
includes  up  to  3,000  recipients  who  own,  or  who  have  transferred  to  a 
family  member,  a  home,  which  if  sold  would  be  a  significant  contribution 
toward  the  cost  of  care.  Recent  federal  legislation  included  a  provi- 
sion which  would: 

o  allow  states  to  establish  liens  against  the  homes  of  permanently 
institutionalized  recipients,  with  the  limitation  that  states 
could  not  execute  the  lien  while  the  recipient's  spouse  or  minor 
or  handicapped  child  remained  in  the  institution  or  if  the  recip- 
ient returned  home. 

o  allow  states  to  deny  Medicaid  eligibility,  potentially  for  at 
least  two  years,  to  individuals  selling  or  transferring  homes  for 
less  than  fair  market  value,  with  the  exception  of  individuals 
ready  to  leave  a  nursing  home  or  transferring  title  to  a  spouse  or 
handicapped  child . 

All  recipient  resources  not  necessary  to  support  the  recipient  or  his/ 
her  dependents  should  be  applied  to  the  cost  of  caring  for  the  recip- 
ient. The  Department  will  seek  the  legislative  changes  necessary  to 
bring  Massachusetts  into  conformance  with  the  changes  in  federal  law. 
The  Department  will  consult  with  representatives  of  all  interested 
groups  before  submitting  the  legislation.  The  legislation  will  save  an 
average  of  $10-20  million  each  year  beginning  in  FY85. 

Another  eligibility  problem  is  the  Department's  spend-down  regulation. 
Individuals  in  nursing  homes  become  eligible  for  Medicaid  if  the  cost  of 
their  care  in  a  given  month  plus  a  $40  allowance  for  personal  needs 
exceeds  their  income.  Since  the  cost  of  nursing  home  care  is  more  than 
$1,000  per  month  and  other  medical  expenses  for  recipients  in  nursing 
homes  average  $250  per  month,  most  (75%)  of  nursing  home  residents  are 
on  Medicaid  because  few  have  sufficient  income  to  pay  for  their  own 
care.  Some  do  have  assets,  which  they  must  spend  down  in  order  to 
become  eligible,  but  that  process  is  usually  brief,  again  because  of 
the  cost  of  care.  It  is,  then,  relatively  easy  for  patients  in  nursing 
homes  to  qualify  for  Medicaid. 

The  process  is  quite  different  for  the  elderly  living  in  community  set- 
tings. Community  elderly  who  have  income  in  excess  of  the  $333  income 
standard  for  one  person  must  spend  the  excess  on  medical  expenses  before 
they  can  qualify  for  Medicaid.  Moreover,  because  the  Department  has  a 
six  month  spend  down  policy,  the  community  elderly  must  effectively  pay 
a  deductible  equal  to  six  times  the  amount  of  income  they  have  over  the 
standard.  For  example:  an  elderly  individual  living  alone  with  income 
of  $383  per  month  is  $50  above  the  income  standard.  Over  a  period  of  up 
to  six  months  he  or  she  must  pay  medical  expenses  of  six  times  $50  or 
$300  in  order  to  qualify  for  Medicaid.  The  problem  is  that  if  this 
individual  spends  $300  on  medical  expenses  during  that  period,  he  or  she 
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will  not  have  enough  money  to  meet  other  living  expenses.  The  six  month 
spend  down  policy  forces  some  elderly  to  enter  nursing  homes  prematurely 
because  there  is  no  other  way  for  them  to  obtain  the  medical  care  they 
need  and  meet  their  living  expenses.  The  policy  thus  impedes  the 
Department's  effort  to  assist  the  elderly  to  remain  in  the  community. 
To  correct  this  problem,  the  Department  will  seek  to  develop,  prior  to 
the  beginning  of  FY84,  a  revised  spend  down  policy  for  community  resi- 
dents. 


Problems  with  Institutional  Care 

Too  often,  the  solution  to  the  problem  of  how  to  care  for  elderly  people 
who  need  some  assistance  and  who  have  no  family  or  friends  to  provide 
that  assistance  has  been  a  nursing  home  placement,  whether  or  not  the 
individual  involved  requires  constant  medical  supervision.  Sooner  or 
later,  largely  because  of  the  cost  of  that  care,  Medicaid  pays  for  those 
placements:  Medicaid  recipients  occupy  75%  of  the  Commonwealth's  nurs- 
ing home  beds  and  an  even  larger  proportion  of  its  chronic  hospital 
beds . 

A  key  weakness  of  this  approach  is  cost.  Nursing  home  care,  at  an 
average  per  diem  of  $45,  costs  $16,425  per  recipient  per  year.  Chronic 
hospital  care  is  even  more  expensive.  Physician,  hospital  and  other 
health  services,  which  are  not  included  in  the  per  diem,  add  about 
$3,000  per  year.  Medicare  and  recipients'  contributions  offset  a  por- 
tion of  these  expenses,  but  Medicaid  pays  for  most  of  the  cost:  $578 
million  in  FY84.  The  industry  and  the  Commonwealth  can  take  a  number  of 
steps,  some  of  which  are  described  earlier  in  the  section  on  nursing 
home  rates,  to  reduce  nursing  home  costs.  But  achievement  of  all  poten- 
tial economies  would  still  leave  nursing  home  costs  at  90%  of  their  pre- 
sent level.  Further,  the  Health  Care  Financing  Administration  projects 
a  54%  increase  in  nursing  home  residents  nationally  by  the  year  2000. 
In  an  era  of  limited  state  and  declining  federal  financial  support  for 
Medicaid,  the  state  must  find  less  costly  ways  of  caring  for  the  elderly 
population. 

The  likelihood  of  increasing  demand  for  beds  increases  the  importance  of 
confronting  another  problem:  the  fact  that  at  least  25%  of  those  in 
nursing  homes  do  not  require  nursing  home  care.  These  inappropriate 
placements  result  both  from  recipients'  conditions  stabilizing  or 
improving  after  entering  homes  and  from  placements  which  were  inappro- 
priate in  the  first  place.  Inappropriate  placements  result  in  con- 
siderable unnecessary  spending:  $1, 800-$4, 700  per  recipient  per  year, 
depending  on  whether  the  recipient  is  receiving  unnecessarily  intense 
care  or  in  fact  could  live  in  the  community  with  appropriate  supports. 
This  means  unnecessary  spending  of  at  least  $15  million  annually.  In 
addition,  inappropriately  placed  patients  deny  beds  to  recipients  with  a 
medical  need  for  nursing  home  care,  forcing  them  to  remain  on  adminis- 
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trative  day  status  in  hospitals.  The  Department  spent  $19.2  million  on 
administrative  days  in  FY82.  Even  a  50%  reduction  in  inappropriate 
nursing  home  placements  would  have  reduced  that  spending  substantially. 

Solving  these  problems  with  institutional  care  requires: 

o  expansion  of  noninstitutional  services,  a  topic  covered  in  some 
detail  below. 

o  expansion  of  the  Department's  nursing  home  prescreening  teams  to 
coverage  of  the  entire  state.  This  expansion,  which  will  occur  in 
FY83,  will  prevent  inappropriate  initial  placement  of  Medicaid 
recipients.  The  expansion  will  yield  FY84  savings  of  $1.74  mil- 
lion. 

o  establishment  of  a  process  of  reviewing  appropriateness  of  place- 
ments of  private  patients  converting  to  Medicaid.  About  25%  of 
new  nursing  home  admissions  are  private  patients,  but  most  of 
these  apply  for  Medicaid  during  their  residence  in  the  nursing 
home.  In  addition,  some  families  have  begun  to  circumvent  the 
screening  the  Department  requires  for  Medicaid  admissions  by 
placing  their  elderly  as  private  patients  for  a  brief  period  and 
then  transferring  responsibility  to  Medicaid.  The  Department  will 
promulgate  regulations  enabling  it  to  pay  for  nursing  home  ser- 
vices for  only  those  applicants  who  are  eligible  for  Medicaid  and 
need  the  level  of  care  they  have  been  receiving  as  private 
patients.  This  initiative  will  save  approximately  $2  million  in 
FY84.  Because  it  is  more  difficult  and  expensive  to  arrange  com- 
munity support  for  recipients  once  they  have  already  been  institu- 
tionalized, the  Department  will  seek  to  ensure  that  individuals 
seeking  to  enter  nursing  homes  as  private  patients  but  who  could 
remain  in  the  community  with  appropriate  support  receive  that  sup- 
port and  remain  in  the  community. 

o  expansion  of  the  Department's  effort  to  relocate  recipients  who  no 
longer  require  the  level  of  care  they  are  receiving.  When  nursing 
homes  close  for  bankruptcy  or  other  reasons,  25%  of  the  residents 
in  fact  require  less  care  than  they  had  been  receiving.  The  De- 
partment's experience  during  the  period  it  was  responsible  for 
performing  nursing  home  inspections  supports  these  statistics. 
The  Department  therefore  maintains  a  team  consisting  of  clinically 
trained  Department  staff  responsible  for  reviewing  the  appropri- 
ateness of  the  care  nursing  home  residents  are  receiving.  The 
team  focuses  on  homes  with  histories  of  high  level  of  inappropri- 
ateness.  The  teams  seek  to  relocate  inappropriately  placed 
patients  unless  the  patients'  social  or  medical  needs  mean  that 
relocation  would  have  a  substantial  adverse  health  impact.  This 
initiative  will  save  $1  million  in  FY84. 
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o  continue  the  effort  described  in  the  section  on  chronic  hospital 
rates  to  reduce  payment  for  recipients  in  chronic  hospitals  who  do 
not  require  chronic  hospital  care  and  to  downgrade  or  close  unne- 
cessary chronic  hospital  beds. 


Noninstitutional  Alternatives 

It  is  both  possible  and  desirable  to  maintain  more  low  income  elderly  in 
the  community.  The  key  to  this  effort  is  a  health  care  and  social  serv- 
ice delivery  system  which  identifies  and  responds  to  the  needs  of  this 
population.  The  Department  already  offers  a  number  of  services  in  this 
area: 

o  it  currently  serves  an  average  of  8,000  recipients  per  month,  200% 
more  than  in  1976,  with  noninstitutional  long  term  care  services. 
These  include  home  health,  day  programs,  and  adult  foster  care, 
which  places  frail  elderly  with  unrelated  families  who  care  for 
them  in  return  for  a  small  stipend. 

o  nursing  home  prescreening  teams  redirect  5-10%  of  those  seeking 
nursing  home  care  to  community  placements  arranged  in  cooperation 
with  other  agencies.  The  Department  is  expanding  its  efforts  to 
place  recipients  in  the  community.  However,  the  limited  availa- 
bility of  community  resources  restricts  Department  activities  in 
this  area:  up  to  25%  of  those  seeking  nursing  home  placements 
would  remain  in  the  community  if  necessary  support  services  were 
available. 

o  The  Department  has  applied  for  federal  approval  to  provide  medical 
emergency  response  services  and  respite  care  to  frail  elderly  as 
an  alternative  to  nursing  home  care.  These  services,  not  pre- 
sently reimbursable  under  the  Medicaid  program,  are  among  the 
services  most  necessary  to  enable  frail  elderly  to  remain  in  the 
community.  Availability  of  these  services  will  enable  200  elderly 
to  remain  in  their  own  homes  through  the  emergency  response  system 
and  will  enable  250  elderly  to  remain  with  their  families  through 
the  availability  of  respite  care  for  the  primary  caregivers,  who 
might  otherwise  decide  that  the  burden  of  caring  for  their  elderly 
had  become  too  great.  This  project  will  save  $4,700  per  elderly 
individual  maintained  in  the  community.  The  Department  will  ex- 
pand the  project  if  it  proves  successful. 

o  as  detailed  in  the  Utilization  Review  account  narrative,  the 
Department  is  also  expanding  the  number  of  elderly  enrolled  in 
managed  health  plans,  which  offer  comprehensive  care  while  includ- 
ing incentives  designed  to  prevent  unnecessary  utilization. 

Other  agencies  also  devote  considerable  attention  and  funds  to  the 
elderly.   The  most  important  of  these  is  the  Department  of  Elder  Affairs 
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(DEA).  In  FY81,  DEA  and  76  affiliated  local  home  care  corporations 
spent  $76.8  million  in  state  and  federal  funding  on  home  care,  meals, 
legal  services,  transportation  and  other  social  services.  DEA  is  often 
responsible  for  providing  social,  nutritional,  and  other  support  serv- 
ices to  Medicaid  recipients  living  in  the  community  because  Medicaid 
generally  cannot  pay  for  non-medical  services.  DEA  and  DPW  are  financ- 
ing a  Lynn  site  in  the  National  Channeling  Demonstration  Project,  which 
will  provide  a  full  array  of  noninstitutional  long  term  care  services  to 
300  frail  elderly  Lynn  residents.  In  addition  to  DEA's  efforts,  the 
Executive  Offices  of  Communities  and  Development  and  Transportation  and 
Construction  together  spend  more  than  $12  million  annually  to  develop 
and  maintain  housing  for  the  elderly  and  disabled  and  to  provide  them 
with  transportation. 

However,  there  are  a  number  of  problems  with  this  amalgamation  of  serv- 
ices, problems  which  make  the  Commonwealth's  current  services  for  the 
elderly  inadequate  to  meet  the  challenge  ahead. 

o  The  availability  of  noninstitutional  services  is  not  keeping  pace 
with  the  demand  for  those  services .  This  is  particularly  true  of 
housing.  The  federal  government  has  sharply  reduced  the  funds 
appropriated  for  its  several  low  income  housing  programs.  The 
state,  while  maintaining  its  commitment  to  housing,  has  not  made 
up  the  reduction  in  federal  funds,  and  current  resources  and 
efforts  are  not  sufficient  to  meet  the  increasing  need  for  affor- 
dable housing.  This  problem  is  particularly  acute  because  the 
existing  housing  stock  for  low  income  citizens  is  decreasing  be- 
cause of  age  and  the  need  for  renovation  and  repair.  Gentrifi- 
cation  is  also  a  factor,  as  is  the  increase  in  closures  of 
boarding  houses,  one  source  of  low-cost  support  housing.  Afford- 
able housing  is  the  underpinning  of  the  noninstitutional  system; 
without  a  place  to  house  the  elderly,  noninstitutional  services 
are  virtually  useless  and  nursing  home  care  becomes  increasingly 
likely.  Further,  funding  limitations  mean  that  there  are  waiting 
lists  for  many  of  those  noninstitutional  services.  A  system  which 
cannot  respond  rapidly  to  changes  in  care  needs  is  a  system  which 
is  not  meeting  those  needs  effectively. 

o  The  service  delivery  system  does  not  adequately  support  family 
and  other  informal  care  providers.  Fewer  than  15%  of  families 
providing  care  to  their  own  elderly  receive  government  services  in 
the  areas  the  families  identify  as  most  critical  to  their  ability 
to  continue  to  provide  care:  home  medical  visits,  transportation, 
and  part-time  nursing.  Failure  to  adequately  support  the  family 
care  system,  which  still  provides  60-80%  of  the  care  frail  elderly 
receive,  will  result  in  an  unnecessary  and  expensive  continuation 
of  the  trend  toward  greater  utilization  of  nursing  home  care. 

o  Agencies  often  fail  to  consider  cost.  Individuals  whose  care 
needs  are  such  that  the  cost  of  delivering  that  care  at  home 


-212- 


exceeds  the  cost  of  a  nursing  home  placement  may  be  more  appropri- 
ately served  in  a  nursing  home,  thereby  freeing  limited  noninsti- 
tutional  resources  to  maintain  several  other  elderly  individuals 
in  the  community.  Agencies  should,  to  a  greater  extent,  share  the 
goal  of  determining  the  most  appropriate  setting  for  an  elderly 
person  and  the  most  economical  service  package  necessary  to  main- 
tain him  or  her  in  that  setting. 

o  Most  critical  of  all,  there  is  no  overall  coordination  of  serv- 
ices for  the  elderly  and  therefore  no  means  of  comprehensively 
addressing  the  problem  of  how  to  provide  them  with  quality,  af- 
fordable care.  The  problems  indicated  in  this  section  are  not  new 
or  unknown.  But  there  is  no  single  agency  or  task  force  responsi- 
ble for  addressing  them  in  an  objective,  cost-effective,  and  com- 
prehensive fashion.  In  the  preceding  parts  of  this  section,  the 
Department  has  described  several  initiatives  which  it  will  expand 
or  undertake  for  the  first  time  in  FY84.  However,  providing  qual- 
ity, affordable  care  for  the  growing  low  income  elderly  population 
clearly  requires  more  than  the  piecemeal  efforts  of  individual 
agencies.  The  Department  therefore  will  propose  the  formation  of 
a  task  force,  including  representatives  of  government,  providers, 
and  the  elderly.  The  task  force,  appointed  by  the  Governor,  will 
be  responsible  for: 

o  predicting,  on  the  basis  of  demographic  and  other  information,  the 
institutional  and  noninstitutional  care  needs  of  the  low  income 
elderly  in  the  Commonwealth  between  1984  and  2000. 

o  developing  a  plan,  including  specific  yearly  targets  and  funding 
requirements,  for  meeting  those  needs  as  economically  as  possible. 

o  introducing  legislation  during  the  FY84  legislative  session 
designed  to  secure  funds  and  establish  the  responsibilities-  of 
different  agencies  for  meeting  the  yearly  progress  targets. 

Without  a  comprehensive  approach  to  this  problem,  care  for  the  elderly 
will  continue  in  its  present  fragmented,  inadequate,  administratively 
duplicative,  and  unnecessarily  costly  fashion.  Failure  to  act  now  to 
redouble  the  state's  efforts  to  care  for  its  elderly  more  effectively 
will  result  in  an  increasing  number  of  cruel  choices  over  the  next  two 
decades  as  the  state  struggles  to  decide  which  needs,  among  a  growing 
pool  of  equally  compelling  claims,  it  will  meet. 
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DETERMINATION  OF  NEED 

In  1972,  the  Legislature  enacted  the  Determination  of  Need  (DON)  sta- 
tute.  Under  the  DON  law,  any  organization  intending: 

o  to  make  capital  expenditures  in  excess  of  $150,000  (originally 
$100,000)  for  the  construction,  equipment,  or  modification  of  a 
facility; 

o  to  increase  the  capacity  of  a  health  care  facility  by  more  than 
four  beds,  or 

o  to  make  a  substantial  change  in  the  services  of  a  health  care 
facility. 

must  apply  to  the  Department  of  Public  Health  for  a  determination  of 
need.  That  Department's  DON  office  reviews  all  such  applications  and 
recommends  their  approval  or  denial  to  the  Public  Health  Council  (PHC) , 
which  makes  the  final  decisions. 

The  DON  program's  objectives  are  to  ensure  quality  of  care,  access  to 
services,  and  cost  containment.  The  Department  believes  that  the  pro- 
gram consistently  meets  the  first  two  objectives  but  has  failed  to  meet 
the  third.  DON  applications  over  the  last  three  years  have  averaged 
$401.6  million  per  year.  About  97%  of  applications  are  approved  and  the 
bulk  of  approved  construction  occurs.  This  adds  about  $25  million  to 
Medicaid  expenditures  each  year  in  financing  costs,  depreciation,  in- 
creased volume  of  services,  and  increased  intensity  of  services.  While 
some  of  this  construction  is  necessary,  much  of  it,  in  a  state  with 
perhaps  the  nation's  best  health  care  delivery  system,  is  unnecessary 
and  increases  the  already  severe  fiscal  pressures  on  the  Medicaid 
program.  The  Department  has  identified  the  following  specific  problems 
with  the  DON  process: 

o  The  most  effective  means  of  controlling  costs  is  to  prevent  the 
construction  of  unneeded  facilities  and  the  provision  of  unneeded 
services.  The  DON  program  is  the  only  regulatory  means  of  exer- 
cising that  control.  Currently  DON  reviews  applications  almost 
entirely  in  a  vacuum:  an  application  is  evaluated  largely  on  the 
basis  of  whether  it  represents,  in  the  opinion  of  the  PHC,  a 
worthwhile  project.  While  need  determination  methodologies  exist, 
the  PHC  often  does  not  consider  them  conclusive.  Further,  since 
there  is  no  limit  to  the  number  or  dollar  value  of  the  applica- 
tions the  PHC  can  approve,  no  attempt  is  made  to  judge  the  rela- 
tive need  of  one  project  compared  with  another.  The  process  thus 
fails  to  recognize  that  there  is  a  limit  to  the  availability  of 
funds  for  health  care  and  that  priorities  must  be  established  and 
only  necessary  projects  approved.  Both  the  process  and  the 
Commonwealth  would  benefit  from  stricter  application  of  need  for- 
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mulas  and  a  change  in  the  current  policy  of  virtually  automatic 
approval  of  applications  to  modernize  existing  facilities  whether 
or  not  that  modernization  meets  an  unmet  health  care  need. 

o  For  both  economic  and  quality  of  care  reasons,  it  is  imprudent  to 
allow  neighboring  and  comparable  hospitals  to  install  or  replace 
identical  equipment  unless  there  is  a  demonstrated  need  for  more 
than  one  service  center.  The  economic  reason  is  clear:  the  state 
cannot  afford  unnecessary  duplication  of  services.  But  the  qual- 
ity of  care  issue  should  not  be  ignored.  Facilities  which  operate 
highly  technical  services  at  substantially  below  capacity  achieve 
less  proficiency  at  providing  those  services  than  facilities  which 
provide  a  higher  volume.  Solving  the  problem  would  require  little 
more  than  having  the  PHC  and  the  DON  office  apply  existing  need 
standards,  which  the  Office  of  State  Health  Planning  develops. 

o  For  some  services,  no  quantitative  need  standards  exist.  The  only 
tools  available  to  evaluate  applications  in  these  services  are 
quality  guidelines:  is  the  applicant  capable  of  providing  care  of 
acceptable  quality.  Few  projects  are  denied  for  failure  to  meet 
these  guidelines.  Thus,  for  services  without  quantitative  need 
standards,  the  DON  process  effectively  exercises  no  control  over 
the  growth  in  the  ranks  of  providers .  A  relevant  example  is  men- 
tal health  clinics.  Each  new  mental  health  clinic,  when  operating 
at  or  near  capacity,  adds  $116,000  per  year  to  Medicaid  expendi- 
tures. Clinics  begin  operating  at  capacity  within  six  months  of 
opening.  This  experience  suggests  that  supply  essentially  drives 
demand,  that  at  least  with  respect  to  mental  health  clinics,  re- 
cipients will  utilize  whatever  is  available.  Since  no  need  stan- 
dards exist  for  the  clinics,  the  PHC  routinely  approves  new  ones. 
Each  year,  an  average  of  eight  new  clinics  receive  PHC  approval. 
Given  that  there  are  more  than  90  mental  health  clinics  in  the 
Commonwealth,  the  Department  believes  that  with  few  exceptions, 
genuine  need  for  these  services  could  be  accommodated  within 
existing  facilities.  The  approval  of  eight  new  clinics  each  year 
thus  results  in  the  unnecessary  expenditure  of  up  to  $928,000 
annually  in  Medicaid  funds.  Quantitative  needs  standards  must  be 
developed  and  observed  for  every  Medicaid  service  in  order  to 
control  unnecessary  growth. 

o  The  DON  review  process,  to  the  extent  that  it  weighs  costs  at  all, 
focuses  on  capital  expenditures  to  measure  the  cost  of  replacing 
or  adding  services.  Provider  reimbursement,  however,  results  from 
operating  costs.  Therefore,  the  central  cost  consideration  should 
be  the  operating  costs  (salaries,  service  intensification,  energy 
expenditures)  which  a  given  project  will  generate. 

The  Department  will  seek  the  agreement  of  other  interested  parties  on 
the  proposals  made  above.   In  addition,  the  Department  will  seek  agree- 
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ment  on  the  imposition  of  a  predetermined  annual  cap  on  DON-approved 
additions  to  the  health  care  system's  operating  costs.  The  cap  would  be 
based  on  the  application  of  rigorous  need  standards,  projections  of  the 
operating  costs  a  project  would  add  to  the  system,  and  the  ability  of 
the  state  and  other  payors  to  meet  the  costs  of  proposed  additions.  No 
additions  in  excess  of  this  cap  would  be  approved.  The  Department 
recognizes  the  technical  complexities  associated  with  developing  a  cap. 
However,  these  difficulties  are  by  no  means  insurmountable.  Moreover, 
only  a  cap  will  introduce  the  necessary  degree  of  discipline  into  the 
DON  process.  Effective  control  over  health  care  costs  is  impossible 
without  stringent,  genuinely  need-  and  cost-based  limitations  on  new 
services. 


FEDERAL  FINANCIAL  SUPPORT  FOR  AND  REGULATION  OF  THE  MEDICAID  PROGRAM 

The  Reagan  Administration's  effort  to  limit  growth  in  federal  spending 
has  resulted  in  substantial  changes  in  federal  Medicaid  spending  and 
regulation.   These  are  described  below. 


Reductions  in  Federal  Reimbursement 


The  Omnibus  Budget  Reconciliation  Act  of  1981  (OBRA)  includes  a  provi- 
sion designed  to  reduce  federal  participation  in  the  Medicaid  program. 
In  federal  fiscal  year  (FFY)  1982,  states  received  3%  less  federal  reim- 
bursement than  they  had  expected  to  receive.  The  reduction  is  4%  in 
FFY83  and  4ty2%  in  FFY84.  States  may  obtain  relief  from  this  reduction 
through  qualifying  for  one  or  more  of  four  offsets: 

o  having  an  unemployment  rate  50%  higher  than  the  national  average; 

o  maintaining  a  hospital  cost  control  program  which  has  kept  hospi- 
tal costs  2%  below  those  in  states  without  hospital  cost  control 
programs; 

o  collecting  or  saving  through  fraud/abuse  control  efforts  1%  or 
more  of  the  state's  quarterly  federal  reimbursement; 

o  keeping  federal  Medicaid  reimbursement  from  growing  more  than  a 
specified  target  amount  (9%  in  FFY82)  over  the  previous  year's 
reimbursement.  States  which  keep  reimbursement  growth  under  this 
prescribed  level  obtain  a  dollar-for-dollar  credit,  or  offset,  of 
the  amount  they  are  under  the  target. 

In  FFY82,  the  state  qualified  for  the  hospital  cost  control  offset  and 
is  seeking  to  qualify  for  the  fraud/abuse  offset.  The  state  will  not 
qualify  for  either  of  the  other  two  offsets.  The  result  of  this  process 
is  that  the  state  received  $5.4-10.8  million  less  in  state  FY82  than  it 
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expected  to  receive  prior  to  the  passage  of  the  OBRA.  In  FY83,  the 
state  will  again  qualify  for  no  more  than  two  offsets  and  will  receive 
up  to  $28  million  less  than  it  would  have  otherwise.  The  change  in  the 
percentage  reduction,  increased  state  Medicaid  spending,  and  the  fact 
that  all  FY83  spending  will  be  covered  under  the  OBRA,  which  covered 
only  three  quarters  of  FY82  spending,  account  for  the  larger  loss.  In 
FY84,  the  state  will  receive  up  to  $38  million  less  because  of  the  OBRA. 
In  addition,  the  federal  government  will  refigure  its  reimbursement  to 
states  prior  to  the  beginning  of  FFY84.  This  refiguring,  which  reduces 
reimbursement  to  those  states  with  the  healthiest  economies  and  in- 
creases reimbursement  states  with  particularly  depressed  economies,  is 
expected  to  result  in  a  decrease  in  the  basic  federal  reimbursement  rate 
for  the  Commonwealth's  Medicaid  program  of  more  than  3%  (from  53.56%  to 
50.13%).  This  decrease  in  the  reimbursement  percentage  will  cost  the 
state  another  $39  million  in  FY84. 

Viewed  another  way,  in  FY84  the  state  will  be  responsible  for  covering 
$77  million  in  Medicaid  expenditures  which  the  federal  government  for- 
merly would  have  covered.  This  increasing  state  responsibility  for 
Medicaid  spending,  in  an  era  of  extraordinary  limited  state  funds,  and 
indications  that  even  more  stringent  limitations  on  federal  Medicaid 
spending  may  be  imposed  in  FFY84,  mean  that  the  state  must  redouble  its 
efforts  to  manage  its  Medicaid  programs  more  cost-effectively.  Further, 
the  state  must  begin  to  evaluate  more  carefully  the  funding  of  new 
programs  through  Medicaid  in  order  to  avoid  creating  new  entitlement 
spending  which  the  state  may  not  be  able  to  support  in  the  future. 


Changes  in  Federal  Law  and  Regulation 

Both  the  OBRA  of  1981  and  the  Tax  Equity  and  Fiscal  Responsibility  Act 
of  1982  included  a  number  of  significant  revisions  in  federal  Medicaid 
regulations.  These  revisions  are  designed  to  provide  states  with  great- 
er flexibility  in  managing  their  Medicaid  programs  in  an  effort  to  save 
both  state  and  federal  funds.  The  key  provisions  of  both  measures  are 
outlined  below.  The  Department  has  already  begun  to  use  several  of 
these  provisions  in  order  to  manage  the  Commonwealth's  Medicaid  program 
more  cost  effectively  and  expects  to  make  use  of  others  in  FY83  and 
FY84. 

Eligibility  and  Services  for  the  Medicaid-Only  Population 

Previous  regulations  required  states  choosing  to  serve  the  Medicaid- 
only  population  to  cover  all  groups  in  the  Medicaid-only  population: 
the  elderly,  disabled,  children  and  families.  Further,  services  pro- 
vided to  the  individuals  included  in  the  population  had  to  be  equal 
in  amount,  duration,  and  scope.  Finally,  states  serving  the 
Medicaid-only  population  had  to  provide  them  with  a  minimum  specified 
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set  of  services.  The  revised  regulations  change  these  requirements, 
allowing  the  states  flexibility  in  designing  different  benefit  packa- 
ges to  meet  the  needs  of  each  group.  This  provision  will  enable  the 
Department  to  develop  specialized  packages  of  services  designed,  for 
example,  to  enable  certain  recipients  at  risk  of  institutionalization 
to  live  in  the  community  rather  than  in  nursing  homes.  The 
Department's  waiver  request  to  provide  respite  and  personal  emergency 
response  system  care  makes  use  of  this  provision. 


Home  and  Community-Based  Services 

Previous  Medicaid  regulations  sharply  restricted  the  home  and 
community-based  services  which  could  be  provided  under  Medicaid .  The 
OBRA  included  a  provision  enabling  states  to  obtain  authorization  to 
provide  a  greater  variety  of  care,  including  non-medical  services,  to 
individuals  who  would  otherwise  require  nursing  home  care.  By  law, 
the  Secretary  of  Health  and  Human  Services  may  only  grant  states 
authority  to  provide  previously  unreimbursable  services  if  the  total 
package  of  non-institutional  services  provided  will  be  less  expensive 
than  serving  those  recipients  in  institutions.  As  noted  above  and 
described  in  more  detail  in  the  section  on  caring  for  the  elderly, 
the  Commonwealth  has  applied  under  this  provision  to  provide  non- 
traditional  services  in  two  regions  of  the  state. 


Reimbursement  of  Hospitals 

Previous  regulations  required  the  state  to  reimburse  hospitals  for 
all  "reasonable  costs."  The  OBRA  repealed  that  requirement  and 
requires  that  states  pay  hospital  rates  which  are  "reasonable  and 
adequate  to  meet  the  costs  which  must  be  incurred  by  efficiently  and 
economically  operated  facilities."  The  Department's  participation  in 
the  new  uniform  hospital  reimbursement  system  described  in  the  hospi- 
tal rate  section  means  that  the  principles  embodied  in  that  system 
will  govern  Medicaid  spending  for  inpatient  and  outpatient  hospital 
services.  If  the  new  system's  incentives  function  as  envisioned,  the 
system  should  result  in  economies  similar  to  those  which  would  have 
resulted  from  adaption  of  the  OBRA  language. 


Freedom  of  Choice 

In  order  to  assist  states  in  limiting  costs  and  developing  managed 
care,  changes  in  federal  law  enable  states  to  restrict  recipient 
access  to  unnecessarily  costly  providers  and  to  share  savings  with 
recipients  who  participate  in  managed  care  plans.  The  managed  care 
system  is  currently  under  development  for  those  recipients.  The 
state  has  requested  authority  under  this  provision  to  have  the  option 
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of  requiring  all  AFDC  recipients  in  Boston  to  participate  in  the 
managed  care  system  currently  under  development  for  those  recipients. 
If  the  Department  required  those  recipients  to  enroll  in  managed 
care,  they  would  still  retain  freedom  of  choice  among  the  plans 
included  in  the  system.  The  state  may  also  use  the  freedom  of  choice 
provision  to  require  recipients  to  use  lower  cost  hospitals  for 
routine  procedures. 


Copayments 

Previous  federal  regulations  sharply  restricted  states'  authority  to 
require  copayments.  Congress  has  reversed  that  policy,  permitting 
states  to  charge  most  recipients  nominal  amounts  for  most  services. 
Except  with  a  Secretarial  waiver,  copayments  cannot  exceed  $1  per 
hospital  day  or  per  visit  to  physician,  outpatient,  or  clinic  ser- 
vices. States  may  impose  a  $4  copayment  on  non-emergency  services 
provided  in  an  emergency  room.  Services  to  children,  services 
related  to  pregnancy,  nursing  home  services,  emergency  and  family 
planning  services,  and  AFDC  and  SSI  recipients  enrolled  in  HMOs  are 
exempt  from  copayments.  As  decribed  in  the  utilization  section,  the 
Department  will  consider  seeking  the  necessary  change  in  state  law  in 
order  to  impose  copayments  on  services  provided  in  outpatient  depart- 
ments. 


Liens  and  Transfers  of  Assets 

As  described  in  the  section  on  caring  for  the  elderly,  this  provision 
allows  states  to  recover  some  costs  by  imposing  liens  on  the  homes 
and  other  real  property  of  living  but  permanently  institutionalized 
residents.  Liens  may  only  be  foreclosed  after  the  recipient's  death 
and  the  law  includes  a  number  of  provisions  protecting  the  rights  of 
any  dependents  the  recipient  may  have.  The  provision  also  enables 
states  to  deny  Medicaid  eligibility  if  a  recipient  has  disposed  of 
his  or  her  property  at  less  than  fair  market  value.  The  Department 
will  seek  the  necessary  changes  in  state  law  in  order  to  implement 
the  lien  and  transfer  provisions  in  Massachusetts. 


Error  Rate 

This  provision  established  a  3%  Medicaid  error  rate  target  for  quar- 
ters beginning  March  30,  1982  and  continuing  through  fiscal  years 
1983,  1984,  and  1985.  Sanctions,  in  the  amount  of  1%  of  federal 
reimbursement  for  every  1%  a  state  is  above  the  target,  will  be 
assessed  prospectively  beginning  April  1,  1983.  Certain  errors  will 
not  be  included  in  the  calculation.  The  effect  of  this  provision  is 
to  require  Massachusetts  to  reduce  its  Medicaid  error  rate  from  the 


-219- 


8.9%  recorded  in  the  most  recent  period  for  which  data  is  available 
(April-September  1981)  to  3.0%.  States  which  demonstrate  good  faith 
efforts  toward  the  target  may  secure  a  waiver  of  the  sanctions.  The 
Department  has  a  number  of  initiatives  underway  which  are  designed  to 
reduce  the  error  rate.  These  include  improved  training  and  super- 
vision of  eligibility  workers,  establishment  of  specially  trained 
units  to  handle  complex  long  term  care  cases,  and  bank  matches  to 
identify  recipient  assets  in  excess  of  those  permitted  by  law.  These 
efforts  have  reduced  the  error  rate  from  14.2%  in  FY80  to  8.9%  in 
early  FY82,  the  last  period  for  which  data  is  available.  If  the 
Department  is  unsuccessful  in  securing  a  waiver,  it  will  lose  $7.2 
million  per  year  for  each  percentage  point  of  error  above  the  target. 


Coverage  of  Disabled  Children 

States  will  have  the  option  of  covering  disabled  children  living  at 
home  if  the  child  would  otherwise  require  institutional  care,  can 
appropriately  be  cared  for  outside  an  institution  at  no  greater  cost 
than  within  an  institution,  and  would  be  eligible  for  SSI  (and  there- 
fore Medicaid)  if  in  an  institution.  This  provision,  like  several 
others  discussed  above,  is  designed  to  encourage  cost  effective 
noninstitutional  alternatives  to  long  term  care. 


THIRD  PARTY  LIABILITY  AND  PROVIDER  REVIEW 

In  its  effort  to  improve  the  Medicaid  program's  cost  effectiveness,  the 
Department  confronts  two  substantial  problems:  ensuring  that  recipients 
make  maximum  use  of  any  private  insurance  coverage  they  have;  and  ensur- 
ing that  the  state's  40,000  medical  providers  comply  with  the  Depart- 
ment's provider  billing  and  service  regulations.  These  problems  and 
Department  efforts  to  solve  them  are  briefly  described  below. 


Third  Party  Liability 

Many  Medicaid  recipients,  an  estimated  40%,  have  health  insurance 
coverage  through  Medicare,  Medex,  Blue  Cross,  or  other  insurors.  In 
some  instances,  the  recipients  have  this  coverage  because  they  or  a 
relative  are  employed;  in  other  instances,  particularly  with  Medicare 
for  the  elderly  and  disabled,  the  coverage  is  essentially  automatic. 
The  Department  in  fact  buys  supplementary  Medicare  coverage  for  these 
recipients  as  well  as  paying  at  least  a  portion  of  their  co-insurance 
and  deductible  costs  because  the  savings  from  having  other  insurors  pro- 
vide this  coverage  substantially  exceeds  the  cost  of  the  coverage.  Fed- 
eral Medicaid  regulations  require  providers  to  bill  all  other  available 
sources  of  payment  for  recipients'  care  before  billing  the  Department. 
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In  keeping  with  the  federal  requirement  and  the  cost  savings  potential 
of  having  recipients  make  use  of  whatever  other  insurance  is  available 
to  them,  the  Department  has  underway  a  four-part  effort  to  maximize  it 
its  use  of  third  party  resources.  This  effort  is  described  in  detail  in 
the  Utilization  Review  account  narrative. 


Provider  Review 

Provider  billing  errors,  fraud,  and  inappropriate  medical  practices  are 
recurrent  problems  for  the  state's  Medicaid  program  and  for  Medicaid  and 
other  health  insurance  programs  nationally.  The  Department  controls 
provider  errors  and  abuses  through  audits  of  provider  billing  and  medi- 
cal records.  The  Department  determines  which  providers  to  review  on  the 
basis  of  volume  of  Medicaid  billing  and  changes  in  that  volume,  recip- 
ient complaints,  and  a  random  sample  within  each  provider  type.  Depart- 
ment auditors  make  on-site  reviews  of  the  selected  providers'  records. 
When  the  audits  reveal  billing  errors,  the  Department  recovers  the 
amount  it  has  paid  in  error  through  a  civil  sanctions  process.  Cases  of 
possible  fraud  are  referred  to  the  Attorney  General's  Medicaid  fraud 
unit.  When  audits  uncover  poor  quality  care  or  inappropriate  medical 
practices,  the  Department  may  require  providers  to  refund  payments  for 
the  care  provided  and/or  may  refer  the  provider  to  a  volunteer  committee 
consisting  of  the  provider's  peers.  The  committee  is  empowered  to  sus- 
pend or  revoke  the  provider's  right  to  participate  in  the  Medicaid  pro- 
gram. 

In  FY83  and  FY84,  the  Department  plans  a  number  of  improvements  in  its 
provider  review  efforts.  These  improvements  are  described  in  more 
detail  in  the  Utilization  Review  section  and  include  greater  emphasis  on 
institutional  audits. 


FY84  REQUEST 

The  Department's  FY84  Medicaid  request  is  $1,144,280,000,  or  7.7%  more 
than  projected  FY83  spending  of  $1,062  billion.  This  increase  is  the 
net  result  of  cost  increases,  primarily  from  changes  in  rates,  and,  to  a 
lesser  extent,  from  changes  in  utilization,  and  $50.1  million  in  cost 
reductions  resulting  from  a  caseload  decline  and  savings  initiatives. 
Without  these  cost  reductions,  FY84  expenditures  would  be  12.46%  higher 
than  FY83  expenditures.  The  components  of  the  spending  forecast  are 
outlined  below. 
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Provider  Rate  Increases 

Every  year,  inflation  in  health  care  costs  is  the  major  factor  in  the 
growth  of  the  Medicaid  budget.  It  is  also  the  factor  over  which  the 
Department  has  the  least  control.  The  FY84  request  includes  $98.4 
million  in  rate  inflation,  reflecting  a  9.28%  weighted  average  rate 
increase  to  providers.  The  table  below  indicates  projected  FY84  rate 
increases  by  provider  type.  The  projection  for  each  provider  is 
adjusted  for  the  effects  of  mid-year  increases. 


FY84  Provider  Rate  Increases 


Projected 

Percent  of 

Rate 

Total  Program 

Provider 

Increase 

Expenditures 

Physician 

10.0% 

4.6% 

Dentist 

6.5% 

2.0% 

Pharmacy 

7.7% 

4.7% 

Home  Health 

8.6% 

1.3% 

Nursing  Home- 

-ECF 

and  SNF 

9.0% 

17.4% 

Nursing  Home- 

-ICF 

8.9% 

16.3% 

Hospital— 

-Inpatient 

10.5% 

23.7% 

Hospital- 

-Outpatient 

10.5% 

7.8% 

Hospital— 

-Chrc 

Dnic 

9.0% 

17.1% 

Other  Providers 

8.0% 

5.1% 

Total  weighted   average   increase     9.28% 


100.0% 


Utilization 

In  FY84,  five  non-discretionary  utilization  factors  will  affect  expendi- 
tures : 

o  increased  use  of  services  among  the  under-21  population  resulting 
from  Project  Good  Health,  the  Commonwealth's  early  and  periodic 
screening,  diagnosis,  and  treatment  program.  Enrollment  of  recip- 
ients in  this  federally  required  preventive  health  program  ini- 
tially increases  expenditures  because  the  program  prescribes 
regular  visits  to  a  physician.  New  enrollment  in  FY84  will  result 
in  a  $760,000  increase  in  utilization  of  Medicaid  services,  paid 
for  through  the  Medicaid  account.  The  court -mandated  outreach 
activities  which  encourage  recipient  enrollment  are  funded  through 
the  Project  Good  Health  account  (4400-1400). 


expansion  of  alternatives  to  institutional  long  term  care.   These 
alternative  programs  include  home  health,  adult  day  health,  adult 
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foster  care,  and  independent  living.  Their  expansion  is  a  crucial 
component  of  the  Department's  efforts  to  reduce  inappropriate 
utilization  of  nursing  home  care.  Expansion  of  the  alternative 
programs  will  cost  $1.8  million  in  FY84. 

o  continuing  deinstitutionalization  from  state  schools.  The  Depart- 
ment of  Mental  Health  is  gradually  reducing  the  number  of  indivi- 
duals served  in  state  schools,  largely  by  shifting  those 
individuals,  most  of  whom  are  Medicaid-eligible,  to  community 
facilities.  These  include  the  intermediate  care  facilities  for 
the  mentally  retarded  (ICF-MRs),  which  are  funded  through  the 
Medicaid-Mental  Health  account  (4402-5300).  However,  the  request 
for  that  account  includes  only  the  cost  of  operating  those  com- 
munity programs.  It  does  not  include  funds  to  cover  ordinary 
medical  expenses  previously  absorbed  by  the  Department  of  Mental 
Health  at  the  state  schools.  The  Medicaid  account  will  have  to 
cover  these  expenses  at  a  cost  of  $250,000  in  FY84. 

o  additional  expenditures  because  of  leap  year.  In  a  program  of 
this  size,  an  additional  day  of  services  results  in  substantial 
additional  expenditures.  The  request  therefore  includes  $3,305 
million  for  expenditures  that  will  occur  on  the  366th  day  in  FY84. 

o  expansion  of  managed  health.  The  Department  pays  many  managed 
care  providers  on  a  capitation  basis,  providing  a  certain  payment 
per  recipient  per  month.  This  procedure  eliminates  most  of  the 
average  delay  of  two  months  between  the  delivery  of  a  service  and 
payment  for  that  service.  Elimination  of  that  delay  will  result 
in  FY84  payment  of  services  which  the  Department  would  ordinarily 
have  paid  for  in  FY85.  This  will  increase  FY84  expenditures  by 
$4.24  million  and  reduce  FY85  expenditures  by  an  equivalent 
amount . 


Caseload 

The  Medicaid  caseload  is  projected  to  decline  0.82%  in  FY84,  for  a 
savings  of  $5.0464  million.  The  following  table  indicates  the  percen- 
tage  change   in  caseload   for   each  category  of  assistance. 


-223- 


Category 

SSI-OAA 

SSI-DA 

AFDC 

MA-OAA 

MA-DA 

MA-AFDC 

MA-Under  21 

TOTAL 


FY84  Medicaid  Caselaod 
By  Category  of  Assistance 


FY84 

%  Change 

Percent  of 

Caseload 

from  FY83 

FY84 

Expenditures 

54,431 

(4.7%) 

8.7% 

50,972 

(0.5%) 

15.7% 

95,798 

0.7% 

23.6% 

39,909 

(1.5%) 

40.6% 

7,476 

(5.6%) 

7.1% 

11,048 

15.6% 

1.6% 

7,428 

1.9% 

2.7% 

267,062 


(0.82%) 


100.0% 


The  MA-AFDC  and  MA-Under  21  caseloads  will  increase  as  a  result  of  the 
state  and  federal  policy  changes  explained  in  the  caseload  section  of 
the  narrative.  The  AFDC  caseload  will  increase  slightly  because  of 
growth  in  the  number  of  single  parent  families  in  Massachusetts.  The 
SSI  caseloads  will  decline  because  other  pensions,  particularly  Social 
Security,  are  increasing  more  rapidly  than  the  SSI  standards.  Simi- 
larly, the  MA-OAA  and  MA-DA  caseloads  will  decline  because  Social  Secur- 
ity benefits  and  other  sources  of  income  are  increasing  faster  than  the 
eligibility  standards  for  the  Medicaid-only  program. 


Savings 

Through  the  initiatives  listed  below,  the  Department  will  achieve  a 
$45.05  million  increase  in  savings  in  FY84.  Each  of  the  initiatives 
listed  is  described  in  the  relevant  section  of  the  narrative. 
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FY8A  MEDICAID  SAVINGS  AGENDA 

INITIATIVE  FY84  SAVINGS  ($M) 

Acute  Hospital 
New  reimbursement  methodology  7.56 

Chronic  Hospital 

Rate  reduction  1.0 

Discharge  planning  1.83 

Downgrading  * 

Nursing  Home 

Return  on  equity  3.03 

Occupancy  incentive  1.2 

Prospective  rates  * 
Energy 


* 


Noninstitutional  Utilization 

Dental  volume  purchase  .2 

General  volume  purchase  expansion  .75 

Prior  approval  and  regulatory  changes  1.25 
Changes  in  transportation  program  .83 

Volume  purchase  of  transportation  .11 


Institutional  Utilization 

Copayment  1.38 

Selective  contracting  1.0 

Acute  hospital  utilization  review  .9 

Chronic  utilization  review  .6 

Nursing  home  prescreening  expansion  1.74 

Continued  stay  review  1.0 

Private  pay  conversion  review  2.05 

Managed  health  4.24 

OPD  regulation  .6 
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* 


Elderly 

Liens  on  homes  * 

Spend-down  policy  changes  * 

Increased  noninstitutional  placements               .2 

Waiver  services  «4 

Task  force  * 


Eligibility 

Regional  long  term  care  units  .3 

Improved  field  operations  1.91 


Provider  Review 

Institutional  audits  2.27 

Third  Party  Liability 

Medicare  maximization  1.5 

Limit  on  Part  A  payments  2.0 

Health  insurance  requirement  in  support  orders  2.0 

Noninstitutional  edits  in  MMIS  2.0 

Medex  maximization  .5 

Absent  parent  mailing  .2 

Field  and  child  support  worker  training  .5 

TOTAL  $45.05  M 


denotes  initiative  which  must  begin  in  FY84  in  order  to  yield  savings 
in  FY85. 
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MEDICAL  ASSISTANCE  -  MENTAL  HEALTH  (4402-5300) 

FY81         FY82         FY83         FY84 

EXPENDITURES/ 

APPROPRIATION        15,227,016   19,587,000   25,347,245*  35,013,000 

INTRODUCTION 

The  Medic aid-Mental  Health  account  funds  all  Medicaid-reimbur sable  com- 
munity mental  retardation  and  mental  health  programs.  This  account  was 
established  in  FY80  to  enable  the  Department  to  monitor  the  effect  on 
Medicaid  expenditures  of  the  Department  of  Mental  Health's  efforts  to 
deinstitutionalize  many  of  the  Commonwealth's  mentally  retarded  and  men- 
tally ill  citizens. 

The  Department  of  Mental  Health's  current  deinstitutionalization  efforts 
were  precipitated  by  a  series  of  class  action  suits  filed  in  the  1970s 
on  behalf  of  individuals  residing  in  the  five  state  schools  for  the  men- 
tally retarded  and  in  one  state  hospital  for  the  mentally  ill.  The 
suits  sought  to  compel  the  state  to  either  upgrade  the  quality  of  care 
in  these  facilities  or  place  patients  in  community  programs.  The  plain- 
tiffs argued  that  confining  individuals  in  the  state  facilities  violated 
the  Fourteenth  Amendment  to  the  United  States  Constitution  because  the 
Commonwealth  was  subjecting  them  to  confinement  against  their  will  in 
virtually  unlivable  conditions.  Since  it  would  be  unlawful  to  simi- 
larly confine  other  citizens,  the  plaintiffs  reasoned,  it  should  be 
unlawful  to  confine  mentally  retarded  or  mentally  ill  citizens  in  "the 
state  facilities.  The  plaintiffs  argued  further  that  while  the  state 
had  no  original  legal  obligation  to  care  for  its  retarded  or  disabled 
citizens,  once  it  began  caring  for  them  it  had  a  constitutional  obliga- 
tion to  provide  that  care  in  the  least  restrictive  manner  possible.  The 
suits  never  went  to  trial  because  the  state  negotiated  a  series  of 
agreements  with  the  plaintiffs.  The  agreements  included  plans  to  Im- 
prove conditions  in  the  state  facilities  and  to  move  some  residents  of 
the  institutions  into  community-based  facilities.  These  agreements, 
once  signed  by  all  the  parties  involved,  became  consent  decrees  estab- 
lishing a  legally  binding  requirement  for  the  state  to  upgrade  existing 
facilities  and  to  develop  new  community-based  programs.  In  addition, 
the  decrees  require  the  Commonwealth  to  develop  an  individual  service 


This  includes  a  deficiency  request  of  $2,238  million. 
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plan  (ISP)  for  each  class  member  and  Co  update  the  ISP,  which  serves  as 
a  treatment  plan,  yearly.  The  state  must  meet  these  requirements  for 
all  members  of  the  class.  The  class  includes  the  residents  in  each 
facility  at  the  time  of  the  suit  concerning  it  and  any  individual  who 
has  resided  in  one  of  the  included  facilities  for  more  than  30  consecu- 
tive days  since  the  filing  of  the  suits. 


Implementation  of  the  Consent  Decrees'  Requirements 

Upgrading  the  state  schools  and  developing  community  programs  were 
expensive  propositions;  operating  the  upgraded  state  schools  and  new 
programs  would  be  a  continuing  additional  expense.  State  officials, 
seeking  to  reduce  the  net  state  cost  of  complying  with  the  consent 
decrees,  began  negotiations  with  federal  officials  to  determine  which 
components  of  this  deinstitutionalization  effort  would  be  eligible  for 
federal  Medicaid  funding.  It  was  resolved  that  if  the  state  could 
upgrade  the  state  schools  and  develop  community  programs  in  a  way  that 
would  qualify  them  for  Medicaid  certification,  the  federal  government 
would  reimburse  approximately  one  half  the  cost  of  the  new  programs. 
The  Commonwealth  agreed  to  upgrade  the  state  schools  sufficiently  to 
qualify  them  as  intermediate  care  facilities  for  the  mentally  retarded 
(ICF/MRs),  for  which  federal  Medicaid  reimbursement  is  available.  The 
Commonwealth  decided  further  to  begin  development  of  community -based 
ICF/MRs,  which  are  also  eligible  for  federal  funding,  to  accommodate  at 
least  part  of  the  population  no  longer  residing  in  state  schools.  The 
community  ICF/MRs  are  small  residential  programs  designed  to  treat  the 
problems  that  prevent  their  residents  from  living  in  the  community.  The 
state  also  began  developing  Medicaid-reimbursable  day  habilitation 
programs  to  teach  mentally  retarded  individuals  to  live  more  indepen- 
dently. In  addition  to  these  services,  the  state  began  to  use  Medicaid 
funds  to  pay  for  the  required  annual  individual  service  plans,  treatment 
plans  developed  by  a  team  of  health  professionals  to  assess  the  health 
and  habilitative  status  of  the  mentally  retarded  individual.  Medicaid 
funds  are  also  used  to  pay  for  early  intervention  services,  treatment 
and  therapy  services  for  infants  and  preschoolers  who  are  at  risk  of 
developing  severe  disabilities. 

As  the  result  of  the  consent  decrees  and  the  deinstitutionalization 
efforts  outlined  above,  the  state  school  population  has  declined  from 
10,096  in  1960  to  its  present  level  of  approximately  3,900.  Further 
reductions  in  the  population  will  be  required  because  of  the  limited 
number  of  patients  the  state  schools  will  be  able  to  accommodate  once 
they  are  fully  upgraded.  Virtually  all  of  these  deinstitutionalized 
individuals  are  eligible  for  Medicaid.  Unfortunately,  because  of  regu- 
latory, financial,  administrative  and  site  selection  difficulties,  the 
Department  of  Mental  Health  was  unable  to  place  former  state  school 
residents  in  Medicaid-certified  community  facilities  and  programs  until 
1979.   The  Department  of  Mental  Health  has  cared  for  most  of  this  men- 
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tally  retarded  population  in  Department  of  Mental  Health-sponsored  com- 
munity residences  and  programs  at  100%  state  cost.  Many  of  the  problems 
which  delayed  the  development  of  Medicaid-reimbursable  community  pro- 
grams have  been  resolved,  so  the  number  of  programs  will  increase 
sharply  during  the  next  two  years. 

Another  result  of  the  deinstitutionalization  movement  is  the  decline  in 
the  number  of  patients  in  the  state  psychiatric  hospitals — from  11,868 
in  1960  to  approximately  1,900  presently.  The  majority  of  these  former 
patients  are  also  eligible  for  Medicaid.  To  serve  these  patients  the 
state  has  expanded  community-based  programs  for  the  mentally  ill.  The 
Medicaid  programs  provided  for  former  psychiatric  patients  include  men- 
tal health  clinic  services  and  psychiatric  day  treatment.  These  pro- 
grams provide  intensive  and  structured  therapy  services  which  enable 
these  individuals  to  live  in  the  community  and  to  become  more  self- 
sufficient. 


Problems  in  Funding  Deinstitutionalization  through  Medicaid 

The  purpose  of  using  Medicaid  services  to  assist  in  the  deinstitutiona- 
lization of  the  state's  mentally  retarded  and  mentally  ill  citizens  is 
to  decrease  the  total  state  cost  through  federal  reimbursement.  Most 
traditional  Department  of  Mental  Health  programs  are  not  eligible  for 
federal  reimbursement.  Because  of  the  great  costs  the  state  has 
incurred  to  upgrade  facilities  and  create  new  programs,  this  additional 
source  of  funding  is  critical.  However,  there  are  two  serious  issues 
which  mitigate  against  using  Medicaid  funds  for  these  programs. 

First,  to  be  eligible  for  Medicaid  reimbursement  these  programs  must 
often  adopt  a  "medical  model"  of  care.  This  requires  significant 
investments  in  their  physical  facilities,  more  intensive  and  costly 
treatment  techniques,  and  a  medically  trained  staff.  An  example  of  this 
is  the  conversion  of  Department  of  Mental  Health-funded  community  resi- 
dences to  Medicaid-funded  ICF/MRs.  The  changes  these  facilities  require 
to  qualify  as  ICF/MRs  raises  the  average  annual  cost  of  treatment  per 
recipient  from  $14,900  in  a  community  residence  to  between  $31,000  (Type 
B)  and  $40,500  (Type  A)  in  an  ICF/MR.  Some  patients  require  this  level 
of  medical  treatment,  but  many  could  be  more  appropriately  served  in 
less  medically  intensive  settings. 

The  second  issue  is  the  federal  Medicaid  requirement  that  Medicaid- 
eligible  individuals  with  similar  medical  conditions  have  equal  access 
to  the  care  available  for  those  conditions.  A  program  developed  for 
recipients  formerly  residing  in  state  facilities  must  also  serve  other 
mentally  retarded  or  mentally  ill  recipients,  regardless  of  whether  they 
have  previously  resided  in  an  institution.  This  factor  significantly 
increases  the  population  which  community  programs  must  serve.  Serving 
this  additional  population  increases  spending  for  these  programs  well 
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beyond  the  level  required  to  serve  former  residents  of  state  schools  or 
psychiatric  hospitals.  Some  of  this  additional  population  does  not  in 
fact  require  the  intensive  services  the  Medicaid  programs  provide  and 
could  be  served  in  less  expensive  non-Medicaid  programs. 

Several  additional  problems  have  undermined  the  benefits  and  intent  of 
Medicaid  funding  of  services  for  the  deinstitutionalized  population. 
These  concern  lack  of  interagency  coordination  and  lack  of  needs  stan- 
dards for  new  facilities. 

The  Commonwealth,  in  its  effort  to  provide  appropriate  services  to  its 
deinstitutionalized  citizens,  planned  to  implement  a  broad  spectrum  of 
services,  from  highly  supervised,  medically  intensive  residential  pro- 
grams to  less  restrictive,  non-medical  day  programs.  It  was  intended 
that  the  most  severely  retarded  individuals  leaving  the  state  schools 
would  receive  intensive  treatment  and  therapy  services  in  medically 
oriented  residential  settings,  allowing  them  to  develop  new  skills  that 
would  enable  them  to  move  to  less  restrictive  and  less  costly  programs. 
The  Department  of  Public  Welfare  has  been  responsible  for  reimbursing 
the  most  medically  intensive  programs.  The  Department  of  Mental  Health 
has  been  responsible  for  developing  and  funding  less  restrictive  non- 
medical day  and  residential  treatment  programs.  For  a  variety  of 
reasons,  there  has  been  a  lag  in  the  development  of  these  non-medical 
services.  This  creates  a  situation  which  encourages  improper  utiliza- 
tion of  Medicaid  services.  By  the  end  of  FY82  only  five  residents  of 
community  ICF/MRs  had  moved  to  less  restrictive  settings.  Although  some 
residents  require  additional  training  and  treatment,  others  are  ready  to 
move  and  cannot  do  so  due  to  the  lack  of  appropriate  community  alter- 
natives. The  cost  to  the  Commonwealth  of  maintaining  individuals  in 
inappropriate  settings  is  extremely  high:  a  year  of  care  in  a  Depart- 
ment of  Mental  Health-sponsored  community  residence  is  less  than  one 
half  the  cost  of  a  year  in  an  ICF/MR. 

The  lack  of  appropriate  community  residential  programs  is  one  factor 
contributing  to  the  need  for  more  ICF/MRs,  and  many  of  these  require  new 
construction.  In  an  attempt  to  balance  financial  considerations  with 
effectiveness  of  treatment,  the  Departments  of  Mental  Health,  Public 
Health,  and  Public  Welfare  and  the  Rate  Setting  Commission  agreed  that 
the  construction  of  eight-bed  facilities,  rather  than  four-  or  six-bed 
facilities,  would  be  most  cost-effective.  Though  there  may  be  some 
treatment  benefit  to  serving  recipients  in  smaller  settings,  the  per 
diem  cost  in  facilites  with  fewer  than  eight  beds  is  prohibitive. 
Recently,  however,  the  Department  of  Mental  Health  has  independently 
endorsed  the  construction  of  smaller  facilities.  If  new  facilities  are 
designed  and  constructed  without  heed  to  the  Department  of  Public  Wel- 
fare's ability  to  pay,  the  provision  of  these  services  may  be  jeopar- 
dized . 

Another  problem  confronting  the  Department  in  its  effort  to  provide  men- 
tal health  and  retardation  services  concerns  the  determination  of  need 
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process.  On  average,  the  Department  pays  $97,000  annually  to  each  cer- 
tified mental  health  clinic  and  between  $250,000  and  $400,000  for  each 
community  ICF/MR.  There  is  a  substantial  increase  in  the  number  of  men- 
tal health  clinics  and  ICF/MRs  each  year.  As  mentioned  previously  in 
the  Medical  Assistance  narrative,  there  are  few  quantitative  standards 
to  assess  the  need  for  new  providers.  In  effect,  the  Determination  of 
Need  Office  recommends  approval  for  all  applicants.  Though  the  Depart- 
ment does  not  intend  to  restrict  access  to  or  growth  in  these  programs, 
it  does  want  to  be  assured  that  new  provider  participation  is  being 
generated  by  legitimate  recipient  need.  Quantitative  need  standards  for 
these  programs  must  be  developed. 

The  federal  Omnibus  Budget  Reconciliation  Act  (0BRA)  of  1981  provides 
the  Commonwealth  with  new  opportunities  to  develop  innovative  solutions 
to  the  problems  outlined  above.  Section  2176  of  the  0BRA  allows  the 
federal  Secretary  of  Health  and  Human  Services  to  waive  existing  Medi- 
caid regulations  to  permit  states  to  pay  for  various  home  and  community- 
based  services,  including  "non-medical"  services  not  previously  eligible 
for  federal  Medicaid  reimbursement,  to  prevent  unnecessary  institutiona- 
lization of  Medicaid  clients.  In  accordance  with  the  0BRA,  the  Depart- 
ment has  submitted  a  proposal  to  the  federal  government  to  establish  a 
program  of  alternative  community  services,  some  of  which  are  non-medical 
in  nature,  for  the  state's  mentally  retarded  citizens.  The  program  is 
designed  to  meet  the  needs  of  many  mentally  retarded  individuals  who 
currently  receive  services  in  ICF/MRs  but  who  would  benefit  from  more 
cost-efficient  services  either  in  their  natural  homes  or  in  other  com- 
munity settings.  The  program  also  addresses  the  needs  of  many  retarded 
individuals  who  currently  reside  in  the  community  who  are  at  risk  of 
being  admitted  to  state  institutions  if  additional  community  services 
are  not  developed.  If  this  proposal  is  approved  by  the  federal  govern- 
ment, it  will  enable  the  Commonwealth  to  make  better  use  of  non- 
institutional  services  as  a  means  of  preventing  institutionalization. 
Further,  it  will  provide  federal  funding  for  programs  currently  financed 
with  limited  state  funds. 

This  use  of  federal  reimbursement  to  fund  deinstitutionalization  is 
clearly  well-intentioned.  But,  as  noted  above,  the  difficulties  with 
interagency  coordination  and  the  lack  of  needs  standards  for  these 
programs  make  management  of  the  deinstitutionalization  process  costly 
and  difficult.  Most  important,  making  a  service  Medicaid-reimbursable 
entitles  all  eligible  recipients  appropriate  for  that  service  to  receive 
it.  It  is  virtually  impossible  to  restrict  utilization  of  these  ser- 
vices to  a  specific  target  group.  The  Commonwealth  has  an  obligation  to 
provide  quality  services  to  the  mentally  retarded  and  mentally  ill  in 
the  most  appropriate  setting.  However,  the  Commonwealth  also  has  an 
obligation  to  provide  services  as  cost-effectively  as  possible. 
Creating  new  entitlement  services  and  providing  services  in  an  unne- 
cessarily medically  intensive  setting  simply  to  qualify  for  Medicaid 
reimbursement  may  place  the  Commonwealth  in  the  position  of  having 
insufficient  funds  for  other  equally  worthwhile  programs. 
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Programs  Funded  through  the  Medicaid-Mental  Health  Account 

The  Medicaid-Mental  Health  account  funds  all  Medicaid-reimbursable  com- 
munity mental  retardation  and  mental  health  programs.  These  include 
four  programs  to  serve  mentally  retarded  or  developmentally  disabled 
individuals:  intermediate  care  facilities  for  the  mentally  retarded 
(ICF/MRs),  day  habilitation  services,  individual  service  planning  (ISP), 
and  early  intervention  services;  as  well  as  two  programs  for  the  men- 
tally ill:  mental  health  clinic  services  and  psychiatric  day  treatment. 


Intermediate  Care  Facilities  for  the  Mentally  Retarded  (ICF/MRs) 

Community  intermediate  care  facilities  for  the  mentally  retarded 
(ICF/MRs)  are  residential  facilities,  containing  between  four  and  fif- 
teen beds,  which  provide  room  and  board  and  a  planned  program  of  care 
and  supervision  to  developmentally  disabled  persons  on  a  continuous 
24-hour  basis.  ICF/MRs  also  provide  or  arrange  for  active  treatment  for 
their  residents.  Before  entering  an  ICF/MR,  the  residents  must  receive 
a  comprehensive  initial  evaluation  that  documents  their  functional 
level.  This  evaluation  must  include  a  review  of  the  need  for  the  care 
and  services  in  the  ICF/MR  and  a  recommendation  for  ICF/MR  placement. 
The  active  treatment  that  residents  receive  may  include:  physical  and 
occupational  therapy,  speech  pathology  and  audiology  services,  medical 
services,  nursing  care,  psychological  services,  recreational  services, 
social  services,  training  and  rehabilitative  services,  and  dental  serv- 
ices. The  active  treatment  services  of  an  ICF/MR  may  be  provided  either 
at  the  facility  or  at  another  location  in  the  community.  All  residents 
leave  the  ICF/MR  during  the  day  to  attend  programs,  such  as  the  day 
habilitation  programs  described  below,  in  which  they  receive  a  major 
portion  of  their  active  treatment.  This  active  treatment  is  designed  to 
raise  residents  to  a  higher  level  of  functioning  so  that  they  may  move 
out  of  the  ICF/MR  to  a  less-restrictive  environment. 

Two  types  of  ICF/MRs  are  reimbursable  under  the  Medicaid  program.  Type 
A  facilities  serve  persons  who  are  incapable  of  "self-preservation", 
which  is  defined  as  the  ability  to  evacuate  a  building  in  an  emergency 
within  a  reasonable  amount  of  time.  These  persons  require  intensive  and 
continuous  care.  Type  B  facilities  generally  serve  less  severely  dis- 
abled persons.  The  Department  pays  a  per  diem  rate,  established  by  the 
Rate  Setting  Commission,  for  most  services  provided  to  residents.  In 
FY83,  the  average  per  diem  rate  for  Type  A  facilities  is  $125;  for  Type 
B  the  average  rate  is  $90.  Based  on  these  averages,  the  cost  to  main- 
tain a  Medicaid  recipient  for  one  year  is  $45,625  in  a  Type  A  facility, 
and  $32,850  in  a  Type  B  facility.  This  does  not  include  the  cost  of  day 
habilitation  which  may  be  as  much  as  $9,200  per  recipient  per  year. 
These  extraordinarily  high  rates  result  from  the  high  staff-to-patient 
ratio  required  by  the  federal  regulations  governing  ICF/MRs. 
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At  the  present  time,  three  Type  A  facilities,  with  a  total  of  twenty- 
eight  beds,  and  six  Type  B  facilities,  with  a  total  of  forty-eight  beds, 
participate  in  the  Medicaid  program.  In  FY83,  one  new  Type  A  facility 
and  eleven  new  Type  B  facilities  are  expected  to  be  certified  for  par- 
ticipation. Twenty-one  new  Type  A  and  five  Type  B  facilities  are 
expected  to  open  in  FY84,  bringing  the  total  number  of  facilities  by  the 
end  of  FY84  to  twenty-five  Type  A,  with  two  hundred  beds,  and  twenty-two 
Type  B,  with  one  hundred  seventy  beds. 

Expenditures  for  ICF/MRs  were  approximatley  $2.2  million  in  FY82.  FY84 
expenditures  are  expected  to  exceed  $9.4  million  due  to  the  large 
increase  in  the  number  of  facilities  in  FY83  and  FY84. 


Day  Habilitation 

Day  habilitation  programs  serve  mentally  retarded  and  developmental ly 
disabled  adults  who  do  not  require  full-time  hospitalization  or  institu- 
tionalization, but  for  whom  mental  health  clinics  or  hospital  outpatient 
department  services  are  not  sufficient  to  meet  intensive  therapeutic 
needs.  The  programs  provide  a  wide  range  of  services  designed  to  help 
these  individuals  to  live  more  independently.  Services  include,  but  are 
not  limited  to,  developmental  training;  physical,  occupantional ,  and 
speech  therapy;  medical,  nursing,  and  social  work  services;  individual 
and  group  counselling.  Approximately  388  Medicaid  recipients  a  month 
are  served  by  day  habilitation  programs  at  an  average  per  diem  cost  in 
FY82  of  $35.00. 

There  are  presently  twelve  day  habilitation  programs  participating  in 
the  Medicaid  program,  all  of  which  are  freestanding  facilities.  Seven 
new  programs  are  expected  to  begin  operation  in  FY83.  This  rapid  growth 
was  elicited  by  a  request  for  proposals  issued  by  the  state  Adminis- 
tering Agency  for  Developmental  Disabilities  which  offered  start-up 
funds  in  FY82  and  FY83  to  new  day  habilitation  programs.  In  FY84, 
growth  in  the  number  of  programs  is  expected  to  be  slower  as  start-up 
funds  will  again  be  scarce. 


Individual  Service  Plan 

An  individual  service  plan  (ISP)  is  a  written  assessment  of  a  mentally 
retarded  or  developmentally  disabled  patient's  individual  needs  and  the 
services  required  to  meet  these  needs.  The  ISP  is  developed  by  a  team 
of  health  professionals,  with  the  fullest  possible  cooperation  of  the 
patient,  to  serve  as  a  plan  for  attaining  the  most  self-fulfilling, 
independent  and  integrated  style  of  living  possible  for  the  individual 
patient. 

The  ISP  generally  contains  three  components.  The  first  component  is  the 
document  of  patient-specific  information,  including  medical  history, 
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disability  and  functional  status,  educational  history,  and  a  description 
of  the  treatment  services  the  patient  currently  receives.  The  second 
component  is  an  assessment  of  the  patient's  behavioral  skill  level  in 
the  following  areas:  gross  motor  development,  personal  hygiene  (toi- 
leting, dressing,  and  grooming  skills),  eating  skills,  social  interac- 
tion and  vocation-related  skills.  These  first  two  components  assist  the 
team  of  health  professionals  to  determine  the  patient's  eligibility  for 
services,  the  types  of  services  which  meet  the  patient's  needs  in  the 
least  restrictive  and  most  normal  environment  possible,  and  the  level 
of  supervision  required  by  the  patient.  The  third  component  is  the 
individualized  plan  of  services.  Through  the  preparation  of  the  first 
components  of  the  ISP,  the  health  professionals  and  the  patient  develop 
a  set  of  objectives  for  the  patient's  growth  and  development  in  the 
coming  year.  The  third  component  of  the  ISP,  then,  identifies  the  spe- 
cific treatment  services  required  to  accomplish  these  one-year  objec- 
tives . 

The  information  contained  in  each  patient's  ISP  is  updated  at  least 
annually;  the  medical  and  psychological  examinations,  and  the  behavior 
and  social  skills  assessments  are  performed  annually.  The  plan  of  serv- 
ices may  be  modified  at  any  time  during  the  year  to  respond  to  the 
patient's  changing  needs  or  to  the  changing  nature  and  availability  of 
services.  In  this  way,  the  ISP  provides  a  comprehensive,  up-to-date 
evaluation  of  each  of  the  Department's  mentally  retarded  clients. 

The  ISPs  enable  the  Department  to  document  and  monitor  both  individual 
and  aggregate  patient  needs,  services  received,  and  progress  over  time. 
In  FY84  the  cost  to  prepare  an  ISP  will  be  between  $430  and  $500  for 
each  patient. 


Early  Intervention 

Early  intervention  is  a  program  of  services  for  infants  and  children, 
from  birth  to  three  years  of  age,  who  have  or  who  are  at  risk  of  devel- 
oping severe  disabilities  which  would  likely  lead  to  institutionaliza- 
tion. The  program  focuses  on  three  different  groups  of  children:  those 
who  are  "established  risks",  that  is,  children  with  Downs  Syndrome, 
cerebral  palsy,  or  spina  bifida;  those  who  are  "biologically  at  risk", 
for  example,  children  with  low  birth  weights;  and  those  who  are  "envir- 
onmentally at  risk" ,  such  as  children  referred  by  the  Department  of 
Social  Services  who,  due  to  neglect,  have  had  only  limited  growth  and 
development.  The  early  intervention  program  provides  treatment  and 
therapy  from  nurses,  psychologists,  therapists  and  educators  to  reduce 
potential  disabilities  and  to  teach  the  children  and  families  how  to 
cope  with  the  medical  and  developmental  problems  which  cannot  be 
corrected.  Because  early  intervention  services  are  a  combination  of 
medical  and  social  services,  the  early  intervention  program  is  not  ordi- 
narily reimbursable  under  the  Medicaid  program.   The  Department  has  sub- 
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mitted  a  proposal  to  the  federal  government  as  part  of  the  home  and 
community-based  waiver  request  described  above,  to  permit  federal  reim- 
bursement for  early  intervention  services. 

The  Legislature  has  assigned  primary  responsibility  for  planning  and 
monitoring  the  growth  of  the  early  intervention  program  in  FY83  to  the 
Department  of  Public  Health.  The  Department  of  Public  Welfare  will  also 
play  an  important  role  in  the  development  of  the  program  because  the 
FY83  budget  for  the  Medicaid-Mental  Health  account  requires  the  Depart- 
ment to  spend  not  less  than  $500,000  for  early  intervention  services. 
Anticipating  sucessful  development  of  the  program  and  assuming  federal 
approval  of  the  waiver  request,  the  Department  expects  to  spend  approxi- 
mately $1  million  on  early  intervention  services  in  FY84. 

Mental  Health*  Clinics 

Mental  health  clinics  provide  comprehensive  diagnostic  and  treatment 
services  to  mentally  or  emotionally  disabled  persons  and  their  families. 
Among  the  individuals  served  are  former  psychiatric  hospital  patients; 
however,  most  of  the  recipients  of  these  services  have  never  been  insti- 
tutionalized. These  services  are  provided  by  an  interdisciplinary  team 
of  psychologists,  psychiatric  nurses,  social  workers,  counselors,  and 
occupational  therapists  under  the  medical  direction  of  a  psychiatrist. 
Mental  health  clinic  services  may  be  provided  by  freestanding  mental 
health  clinics,  community  or  rural  health  centers,  hospital  outpatient 
departments,  and  hospital-licensed  health  centers. 

There  are  106  freestanding  mental  health  clinics  currently  certified  to 
participate  in  the  Medicaid  program.  Over  the  past  three  years,  there 
have  been  eight  new  mental  health  clinics  certified  annually,  on 
average.  In  FY83  and  FY84,  the  Department  expects  ten  and  eight  addi- 
tional new  clinics,  respectively,  to  be  certified  to  participate  in  the 
program. 

The  Department  spent  over  $9  million  for  mental  health  clinic  services 
in  FY82.  Nearly  seventy  percent  of  these  expenditures  were  for  indivi- 
dual therapy  sessions.  Another  fifteen  percent  of  the  expenditures  were 
for  family  and  group  therapy.  The  remaining  expenditures  were  for  diag- 
nostic services,  psychological  testing,  and  medication  visits. 

In  FY84,  expenditures  for  mental  health  clinics  are  expected  to  equal 
$14.2  million.  This  increase  over  FY82  expenditures  is  the  result  of 
the  large  number  of  new  clinics  certified  in  FY83  and  FY84,  and  the 
generous  rate  increase  granted  to  mental  health  clinics  in  FY83,  and  is 
not  directly  related  to  the  number  of  people  deinstitutionalized. 
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Psychiatrlc  Day  Treatment 

Psychiatric  day  treatment  centers  serve  persons  with  mental  illnesses 
who  need  more  active,  intensive  treatment  than  is  typically  available 
through  mental  health  clinics  or  hospital  outpatient  departments,  but 
who  do  not  require  full-time  hospitalization  or  institutionalization. 
Such  persons  may  be  in  transition  from  hospital  to  community  living,  or 
may  have  had  no  previous  hospitalization.  Psychiatric  day  treatment 
centers  provide  therapeutic  and  rehabilitative  services,  such  as  indivi- 
dual or  small  group  therapy  and  vocational  counselling,  in  sessions  of 
varying  length:  full  day,  half  day,  and  quarter  day.  Attendance  at 
psychiatric  day  treatment  sessions  varies  according  to  the  needs  of  the 
patient.  Some  patients  receive  short-term,  intensive  psychiatric  day 
treatment,  attending  full-day  sessions  five  days  a  week  for  a  limited 
period  of  time,  usually  not  more  than  four  months.  Some  patients  attend 
psychiatric  day  treatment  sessions  once  a  week  for  a  period  of  years  to 
treat  recurring  and  long  term  psychiatric  illness. 

Psychiatric  day  treatment  services  may  be  provided  by  freestanding  cen- 
ters or  by  hospital-based  mental  health  clinics.  Presently,  twenty 
psychiatric  day  treatment  centers  serving  approximately  three  hundred 
recipients  are  certified  to  participate  in  the  Medicaid  program;  three 
of  these  are  freestanding  and  seventeen  are  mental  health  clinic-based. 
In  FY83  and  FY84,  six  and  five  new  psychiatric  day  treatment  centers 
will  be  certified,  respectively,  bringing  the  total  number  of  centers  to 
thirty-one  by  the  end  of  FY84. 

In  FY82,  the  Department  spent  approximately  $1,042  million  on  psychia- 
tric day  treatment  services.  It  is  estimated  that  spending  for  these 
services  will  reach  $2,232  million  in  FY84  as  a  result  of  the  expansion 
in  the  number  of  centers  and  a  small  increase  in  rates  anticipated  in 
FY84. 


FY84  Request 

The  FY84  request  for  the  Medicaid-Mental  Health  account  reflects  the 
significant  increase  the  Department  expects  in  Medicaid  spending  for  the 
six  community  mental  retardation  and  mental  health  services  funded 
through  this  account.  The  table  on  the  following  page  Indicates  the 
anticipated  growth  in  these  programs  and  in  expenditures  for  this 
account  for  FY82  to  FY84.  The  primary  cause  of  the  large  increase  in 
spending  between  FY82  and  FY84  is  the  expansion  of  services  to  the  men- 
tally retarded.  Medicaid  expenditures  for  services  to  this  population 
will  increase  265%  over  this  two-year  period.  Growth  in  spending  for 
mental  health  services  is  small  in  comparison  and  is  primarily  the 
result  of  rate  increases  and  continued  growth  in  the  number  of  programs. 
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MEDICAID  PROGRAM  ADMINISTRATION 
Introduction 

The  administration  of  the  Medicaid  program  is  funded  through  several 
appropriation  accounts.  The  field  staff  who  determine  whether  appli- 
cants are  eligible  to  receive  medical  assistance  are  funded  entirely 
through  the  General  Administration  account  (4400-1000).  The  General 
Administration  account  also  funds  staff  in  the  Legal  Division,  Budget 
Office,  and  other  Department  units  which  provide  administrative  support 
to  the  Medicaid  program.  Three  administrative  accounts  fund  staff  and 
activities  exclusively  related  to  the  Medicaid  program:  Project  Good 
Health  (4400-1400),  Medical  Administration  (4400-1003),  and  Utilization 
Review  (4402-5101).  Project  Good  Health  funds  staff  and  administrative 
expenses  necessary  to  ensure  that  the  Commonwealth  provides  federally 
required  and  court-ordered  preventive  health  services  and  notification 
of  the  availability  of  those  services.  Medical  Administration  and 
Utilization  Review  fund  most  of  the  Medicaid  program's  central  adminis- 
trative staff.  The  federal  government  reimburses  Massachusetts  for  at 
least  50%  of  the  cost  of  all  Medical  Administration  and  Utilization 
Review  account  activities.  The  reimbursement  rate  is  75%  for  pro- 
fessional personnel,  90%  for  MMIS  development  costs,  and  75%  for  claims 
processed  through  MMIS. 

Traditionally,  administration  of  the  Medicaid  program  focused  on  cer- 
tification and  payment  of  health  care  providers.  Improving  the  pro- 
gram's cost  effectiveness  received  some  attention  but  was  not  the 
principal  objective  of  program  staff.  The  result  was  a  program,  as 
described  in  the  Medical  Assistance  narrative,  which  spent  millions  of 
dollars  unnecessarily  each  year.  The  passage  of  Proposition  2V2>  which 
highlighted  the  importance  of  limiting  state  spending  in  order  to  ensure 
an  adequate  level  of  state  aid  to  cities  and  towns  for  municipal  serv- 
ices, and  the  inauguration  of  a  federal  administration  committed  to 
reducing  government  spending  for  public  assistance,  made  curbing  this 
unnecessary  spending  essential.  The  Department's  Medical  Division  had 
either  to  substantially  improve  its  management  of  the  program  or  face 
the  prospect  of  implementing  substantial  reductions  in  eligibility, 
services,  and  provider  reimbursement.  To  avoid  substantial  program 
reductions,  the  Division  redefined  its  role  and  began  to  focus  on 
changing  those  elements  in  the  very  structure  of  the  program  that  were 
causing  unnecessary  spending.  The  savings  agenda  developed  as  a  result 
of  this  reorganization  includes  the  following  elements: 

o  development  and  implementation  of  cost  saving  measures  related  to 
the  existing  fee-for-service  provider  reimbursement  system; 

o  development  and  operation  of  the  computer  systems,  most  notably 
the  Medicaid  Management  Information  Systems  (MMIS),  required  to 
support  cost  control  efforts  and  efficient  program  operations; 
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o  managed  health  development,  the  Department's  effort  to  change  from 
the  fee-for-service  utilization  system  to  one  which  more  effec- 
tively ensures  that  recipients  receive  only  medically  necessary 
services  in  the  least  costly  appropriate  setting; 

o   a  stronger  and  more  focused  provider  audit  effort; 

o  implementation  of  several  initiatives  designed  to  reauire  recip- 
ients with  private  health  insurance  to  make  full  use  of  those 
benefits  in  order  to  reduce  their  use  of  Medicaid;  and 

o  a  comprehensive  effort,  in  cooperation  with  other  agencies,  to  im- 
prove the  cost  effectiveness,  quality,  and  appropriateness  of 
services  for  the  state's  growing  elderly  population. 

* 
Adequate  administration  funding  is  critical  to  the  achievement  of  this 
agenda . 


FY84  Request 

The  FY84  request  includes  the  funding  necessary  to  continue  and  expand 
these  initiatives.  The  total  request  for  Medical  Administration  and 
Utilization  Review  is  $25.3  million,  an  increase  of  $1  million  over  the 
FY83  appropriation.  Costs  associated  with  the  first  full  year  of  MMIS 
operations  are  responsible  for  that  increase.  However,  because  MMIS 
claims  processing  is  75%  federally  reimbursable  while  previous  Depart- 
ment claims  processing  was  50%  reimbursable,  the  net  state  cost  of 
claims  processing  will  be  $1.4  million  less  in  FY84  than  it  was  in  FY83 . 

Medicaid  and  Medicaid-Mental  Health  together  make  up  a  $1.2  billion 
program.  The  Department  spends  only  about  $40  million,  or  less  than  4% 
of  program  costs,  on  managing  the  program,  including  eligibility  deter- 
mination and  claims  processing  costs.  The  amount  Massachusetts  spends 
on  administering  Medicaid,  as  a  percent  of  cost  for  the  total  program, 
is  23.6%  below  the  national  average.  In  more  than  30  states,  many  of 
which  have  less  complex  Medicaid  programs,  administrative  spending  makes 
up  a  higher  percentage  of  program  costs  than  in  Massachusetts.  Adequate 
administrative  funding  for  the  Massachusetts  program  is  particularly 
important  in  FY84.  Virtually  the  entire  request  is  linked  to  one  or 
more  savings  initiatives  and  federally  required  activities  such  as  MMIS 
and  hospital  utilization  review. 


New  Positions 

Several  of  the  initiatives  necessary  to  control  Medicaid  costs  required 
adding  new  staff,  including  nurses,  medical  social  workers,  and  other 
clinically  trained  personnel.   The  Medical  Division  did  not  have  suf- 
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ficient  or  appropriate  state  positions  to  accomodate  the  new  staff. 
Because  of  this  position  shortfall,  the  time  required  to  create  new 
state  positions,  and  the  experimental  and  therefore  potentially  tem- 
porary status  of  several  of  the  new  initiatives,  the  Medical  Division 
used  contract  funds  to  pay  the  staff  required  for  many  of  the  savings 
efforts.  The  Medical  Division  now  has  several  years  of  successful 
experience  with  a  number  of  the  initiatives  and  has  made  them  permanent 
parts  of  its  management  of  the  Medicaid  program.  The  Department  is 
therefore  requesting  the  creation  of  260  state  positions  for  staff 
involved  in  these  activities.  The  number  of  staff  paid  with  contract 
funds  will  decline  correspondingly.  While  the  cost  of  funding  the  state 
positions  will  be  approximately  $5  million  per  year,  maintaining  the 
staff  on  contract  is  more  costly.  Moreover,  the  efforts  of  the  indivi- 
duals who  would  occupy  these  positions  will  result  in  savings  of  over 
$40  million  in  FY84. 
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MEDICAL  ADMINISTRATION  (4400-1003) 

FY81         FY82         FY83         FY84 

EXPENDITURES/ 

APPROPRIATION        9,273,097   10,277,529   20,807,462    17,085,000 


DESCRIPTION 

This  account  funds  MMIS,  the  Medicaid  program's  federally  required 
claims  processing  and  management  information  system.  The  account  also 
funds  part  of  the  program's  central  administrative  staff.  FY84  account 
activities  will  reflect  two  of  the  Department's  highest  priorities: 
full-year  operation  of  MMIS,  including  further  development  of  its  cost 
savings  capabilities;  and  achievement  of  savings  through  changes  in  the 
existing  fee-for-service  provider  reimbursement  system.  MMIS  accounts 
for  more  than  80%  of  the  appropriation  requested  for  the  Medical 
Administration  account. 


MMIS 

More  than  40,000  medical  providers  are  certified  to  provide  care  to  the 
state's  Medicaid  recipients.  In  order  to  secure  payments  for  the  serv- 
ices they  provide,  these  providers  will  submit  about  19.35  million 
bills,  or  claims,  in  FY84.  Until  January  of  1983,  the  Department  will 
process  claims  through  a  state-operated  claims  processing  facility-  at 
Westborough  and  through  two  private  vendors  which  have  claims  processing 
contracts  with  the  Department.  Beginning  in  January,  the  Department  will 
begin  converting  claims  processing  from  these  three  existing  processors 
to  MMIS. 

Federal  Medicaid  regulations  require  states  having  Medicaid  programs  as 
large  as  the  Massachusetts  program  to  process  claims  through  an  MMIS. 
If  the  Commonwealth  fails  to  meet  the  requirement  of  having  completed 
conversion  to  MMIS  by  March  31,  1983,  it  will  likely  face  a  loss  of 
federal  reimbursement  of  $600,000  per  quarter  for  the  April- June  and 
July-September  quarters  of  the  fiscal  year.  The  sanctions  become  5% 
larger  with  every  two  additional  quarters  of  delay.  Delay  of  the  effec- 
tive date  of  this  requirement  to  March  31  is  contingent  on  federal 
approval  of  the  Department's  request  for  an  extension  of  six  months  from 
the  September  30,  1982  original  deadline.  The  federal  requirement  that 
states  develop  MMIS  results  from  the  cost  savings  potential  that  a  tech- 
nologically advanced  and  computerized  claims  processing  system  offers. 


-242- 


The  federal  government  provides  90%  reimbursement  for  MMIS  development 
expenses  and  75%  reimbursement  for  operational  expenses,  including 
claims  processing,  once  MMIS  is  implemented.  Existing  Department  claims 
processing  activities  are  eligible  for  only  50%  reimbursement. 

After  an  extensive  evaluation,  the  Department  has  awarded  the  MMIS 
development  and  operation  contract  to  the  Systems  Development  Corpora- 
tion (SDC),  which  currently  operates  MMIS  in  Iowa  and  Florida.  SDC 
will: 

o  complete  the  basic  design  of  MMIS,  including  detailed  programming 
specifications,  by  mid-November,  1982; 

o  complete  preparations  to  begin  processing  claims,  on  a  phased 
basis,  through  the  new  system  according  to  the  following  schedule: 

1)  January  3,  1983:   nursing  homes  and  chronic  hospitals 

2)  February  1,  1983:   physicians 

3)  March  1,  1983:   pharmacy,  dental,  laboratory,  and  other  nonin- 
stitutional  providers. 

4)  March  1,  1983:   inpatient  and  outpatient  hospital  services  and 
health  maintenance  organizations. 

o   test  the  integrated  system  during  the  months  of  April  and  May 
1983; 

o  complete  conversion  of  paid  claims  history  files  and  other 
material  from  previous  claims  processors  by  October  of  1983. 

Processing  for  all  provider  types  will  be  operational  by  April  1.  This 
schedule  will  be  sufficient  to  meet  the  federal  requirement  and  avoid 
the  sanctions. 

As  the  schedule  suggests,  the  existing  claims  processors  will  continue 
to  function,  but  on  a  steadily  reduced  basis,  as  the  new  system  becomes 
operational.  Further,  because  it  may  take  up  to  two  months  after  a  ser- 
vice is  provided  for  the  provider  to  bill  the  Department  and  for  the 
Department  to  process  the  claim,  the  new  and  existing  systems  will  run 
in  tandem  for  a  period  of  two  months  for  each  provider  type.  Services 
provided  after  a  provider  type  becomes  operational  on  MMIS  must  be 
billed  through  MMIS.  Finally,  the  Department  will  continue  its  contract 
with  Pilgrim  Health  Applications  (PHA),  the  non-institutional  claim  pro- 
cessor, through  the  end  of  September,  1983,  in  order  to  complete  conver- 
sion of  PHA's  paid  claims  history  files  into  the  new  system. 

Because  of  the  necessity  of  meeting  the  federal  requirement,  SDC  and  the 
Department  are  concentrating  on  completing  the  work  required  to  make  the 
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new  system  operational.  Many  of  the  savings  capabilities  MMIS  provides 
are  complex  to  develop  and  operate  and  need  not  be  in  place  to  obtain 
federal  certification  of  the  system.  Following  certification,  the 
Department  and  SDC  will  begin  to  make  greater  use  of  MMIS  to  achieve 
cost  savings.  Those  savings,  described  in  further  detail  below,  will 
begin  to  accrue  in  FY84  and  will  accrue  in  greater  measure  in  FY85  and 
FY86. 

The  Medical  Division  chose  to  purchase  the  development  and  operation  of 
an  MMIS  from  an  outside  contractor,  rather  than  having  the  Department 
itself  provide  those  services,  primarily  because  outside  contractors 
have  readily  available  the  specialized  expertise  and  resources  necessary 
to  develop  and  operate  MMIS.  However,  Department  staff  play  a  key  role 
in  MMIS  development  and  implementation.  The  Department's  MMIS  systems 
and  Implementation  staff  work  with  SDC  on  a  continuing  basis  to  update, 
expand,  and  convert  existing  Department  provider  and  recipient  eligibil- 
ity and  claims  history  files  into  the  new  system  and  to  translate  the 
requirements  and  objectives  of  Medicaid  program  staff  into  claims  pro- 
cessing, reporting,  and  management  information  systems  tailored  to  the 
specific  needs  of  the  Massachusetts  Medicaid  program.  Department  staff 
also  monitor  SDC's  compliance  with  contract  obligations  as  well  as  with 
state  and  federal  systems  requirements. 


MMIS  and  Cost  Savings 

As  noted  earlier,  MMIS  increases  federal  reimbursement  for  claims  pro- 
cessing costs  from  50%  to  75%.  This  means  that  while  the  gross  cost  of 
using  MMIS  is  similar  to  that  for  previous  claims  processing  activities, 
the  net  state  cost  after  federal  reimbursement  is  in  fact  lower  than  if 
the  state  had  maintained  its  existing  systems.  Full  year  claims  pro- 
cessing by  MMIS  will  cost  about  $10.6  million  in  FY84,  for  a  net  state 
cost  of  $2.65  million.  Full  year  claims  processing  by  the  existing 
systems  would  have  cost  approximately  $9  million,  for  a  net  state  cost 
of  $4.5  million. 

Moreover,  other  states  have  found  that  within  a  few  years,  MMIS  achieves 
annual  savings  of  5-8%  of  Medicaid  program  costs,  savings  that  signifi- 
cantly exceed  its  total  development  and  operational  costs.  The  Common- 
wealth will  have  a  more  accurate  idea  of  the  amount  of  savings  MMIS  will 
achieve  here  once  the  Medical  Division  has  some  operational  experience 
with  MMIS.  The  Department  presently  expects  MMIS  to  achieve  or  facili- 
tate savings  in  at  least  five  ways. 

1)  Reduced  payment  of  duplicate  claims.  MMIS  will  include  edits  de- 
signed to  detect  and  disallow  duplicate  claims  for  the  same  serv- 
ice, both  within  a  provider  type  and  across  provider  types.  The 
three  existing  systems,  in  part  because  they  are  not  unified,  do 
not  have  these  capabilities. 
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2)  Improved  third  party  liability  activities.  MMIS  will  signifi- 
cantly improve  the  Department's  ability  to  record  and  maintain 
accurate  and  complete  insuror  information  on  all  recipients  iden- 
tified as  having  third  party  insurance  coverage.  Using  this 
information  and  MMIS's  advanced  prepayment  claims  edit  capabili- 
ties, the  Department  will  increase  the  number  of  claims  returned 
unpaid  to  providers  for  collection  from  third  party  insurors.  For 
certain  providers,  postpayment  edits  are  more  feasible.  MMIS  will 
improve  identification  of  claims  paid  for  which  third  party  lia- 
bility existed  and  for  which  the  Department  may  legally  seek 
recovery  from  insurors.  The  additional  capacity  provided  by  MMIS 
will  increase  third  party  liability  savings  and  collections  by  at 
least  $2  million  in  FY84.  Third  party  liability  initiatives  are 
discussed  in  more  detail  in  the  Utilization  Review  account  narra- 
tive. 

3)  Improved  detection  of  fraud  and  abuse.  MMIS  will  enable  the  De- 
partment to  improve  identification  of  providers  who  are  billing 
the  Department  in  error,  providing  services  inappropriately,  or 
attempting  to  defraud  the  Commonwealth.  The  additional  infor- 
mation will  improve  the  effectiveness  of  the  Medical  Division's 
provider  review  unit,  described  in  more  detail  in  the  Utilization 
Review  narrative.  This  improved  targeting  will  help  double  (to 
$10,000)  the  average  recovery  per  audit  of  physicians,  dentists, 
and  other  community-based  providers. 

4)  Improved  control  over  utilization  and  cost  of  services.  MMIS  will 
provide  considerably  more  reliable  and  extensive  information  re- 
garding how  frequently  recipients  use  particular  services.  This 
information  will  enable  staff  to  establish  utilization  norms  for 
recipients  and  providers  under  both  the  fee-for-service  and 
managed  care  reimbursement  systems.  Staff  will  examine  instances 
of  unusually  high  or  low  utilization  in  order  to  correct  excess 
utilization  and  to  ensure  that  recipients,  particularly  those 
enrolled  in  managed  care  plans,  have  adequate  access  to  care. 
MMIS  will  also  enable  staff  to  identify  hospitals  and  other  provi- 
ders performing  unusually  high  numbers  of  expensive  procedures. 
Using  this  information,  staff  will  seek  to  change  provider  prac- 
tices and  recipient  utilization  patterns. 

5)  Timely  and  extensive  management  information.  MMIS  includes  a  sub- 
system which  produces  an  extensive  set  of  management  reports. 
These  reports  will  provide  detailed  expenditure  and  utilization 
information  as  well  as  statistics  on  providers,  recipients,  and 
claims  processing.  This  information  will  improve  the  Department's 
ability  to  forecast  future  Medicaid  costs,  to  identify  and  correct 
program  problems,  and  to  evaluate  the  impact  of  Department  ini- 
tiatives. 
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FY84  REQUEST:      MMIS 

The  FY84  request   for  MMIS   includes   the   following: 

1)  $10.98  million  for  claims  processing  costs,  including  postage  and 
systems  support.  This  amount  includes  $8.32  million  for  processing 
19.35  million  claims  at  a  cost  of  $.43  per  claim;  $1.91  million  in 
postage  costs;  and  $750,000  for  the  purchase  of  computer  time  and 
support  services  at  the  Commonwealth's  Bureau  of  Systems  Operations 
and   at  Blue   Cross/Blue   Shield. 

2)  $1.99  million  to  fund  MMIS  contract  monitoring,  implementation,  and 
operations  staff,  a  total  of  approximately  60  personnel.  This  staff 
will  monitor  SDC's  compliance  with  its  contract;  identify  and  coor- 
dinate completion  of  needed  systems  changes;  and  work  with  program 
staff   to   develop  the   system's   savings   capabilities. 

3)  $500,000  for  FY84  enhancements  to  MMIS.  These  enhancements  are  not 
included  in  the  Department's  development  contract  with  SDC  because 
they  will  occur  after  the  development  and  initial  operational 
phases.  However,  they  are  required  in  order  to  more  fully  develop 
MMIS's  savings  capabilities.  Such  enhancements  are  routinely 
necessary  when   states  convert   to  MMIS. 

4)  $350,000  for  payments  to  PHA,  the  Department's  present  noninstitu- 
tional  claims  processor,  for  conversion  of  paid  claims  history  to 
the  new  system. 

Because    of    the   reimbursement   available    for   MMIS-related    activities,    the 
net   state  cost   of   this  request   is   $3.54  million. 


CENTRAL  ADMINISTRATIVE   STAFF 

The  Medicaid  program's  central  administrative  staff  is  responsible  for 
development  and  implementation  of  cost-saving  changes  in  the  existing 
fee-for-service  reimbursement  system,  supervision  of  the  Medicaid 
program's  compliance  with  federal  Medicaid  regulations,  planning  for 
program  changes,  certification  of  Medicaid  providers,  establishment  of 
regulations  governing  the  services  provided  by  each  of  the  program's 
more  than  30  provider  types,  and  clerical  support  for  the  program's 
prior  approval  and   file  maintenance  activities. 


-246- 


Reimbursement  Subunit 

About  15  staff  funded  through  the  Medical  Administration  account  focus 
on  achieving  savings  through  changes  in  provider  reimbursement.  Their 
efforts  focus  on  creating  rate-related  incentives  for  providers  to 
improve  the  cost  effectiveness  of  the  care  they  provide.  This  staff  is 
also  responsible  for  analyzing  the  Impact  of  the  new  uniform  hospital 
reimbursement  system  on  the  Medicaid  program.  Specific  initiatives  are 
listed  below  and  described  in  the  Medical  Assistance  narrative. 


New  FY84  Savings  Annual  Savings  (est.) 

Initiative  ($M) ($M) 

Acute  Hospital 

new  reimbursement  methodology  $  7.56  $  18.15 

selective  contracting               1.0  12.0 

Chronic  Hospital 

rate  reduction                     1.0  7.0 

discharge  planning  requirement        1.83  2.2 
downgrading                        * 

Nursing  Home 


* 


limit  on  return  on  equity  3.03  3.65 

narrowed  occupancy  incentive  1.2  1.4 

prospective  rates  * 

energy  conservation  * 


* 
* 


TOTAL  $  15.62  $  44.40 


*  Denotes  initiatives  which  will  begin  in  FY84  in  order  to  yield 
savings  in  FY85. 


Where  annual  savings  exceed  new  FY84  savings,  the  difference  is  included 
in  the  base  or  results  from  implementation  of  the  initiative  for  less 
than  twelve  months  in  FY84. 


Planning  and  Compliance  Subunit 

This  subunit  of  ten  staff  monitors  the  state's  compliance  with  federal 
regulations  and  coordinates  responses  to  federal  audits  and  potential 
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disallowances  of  reimbursement.  It  also  analyzes  changes  in  federal  and 
state  laws  and  reviews  the  activities  of  other  agencies  to  determine 
their  impact  on  the  Medicaid  program.  In  FY83  and  FY84,  this  unit  will 
coordinate  the  Department's  use  of  the  changes  in  federal  law  which  give 
states  greater  flexibility  in  determining  eligibility  requirements, 
benefit  packages,  and  provider  reimbursement  methodologies.  Moreover, 
the  unit  is  responsible  for  developing  innovative  changes  in  the  state's 
Medicaid  program,  changes  designed  to  improve  program  cost  effective- 
ness.  Examples  of  these  projects  include: 

o  providing  respite  and  personal  emergency  response  services  to 
frail  elderly  recipients  in  order  to  prevent  their  institutionali- 
zation, 

o  volume  purchase  of  transportation  services, 

o  maximization  of  the  use  of  Medicare  coverage  available  to  Medicaid 
recipients,  and 

o  participation  in  hospice  and  channeling  demonstration  projects 
designed  to  develop  ways  of  preventing  institutionalization  of 
elderly  and  disabled  recipients. 


Provider  Relations  Subunit 

Fifteen  staff  in  this  subunit  certify  providers  for  participation  in  the 
Medicaid  program  and  develop  and  update  regulations  governing  provider 
medical  and  billing  activities.  These  regulations  form  the  basis  for 
the  Department's  provider  review  audits  and  for  other  savings  efforts. 
The  subunit  also  reviews  and  responds  to  proposed  changes  in  Rate 
Setting  Commission  fee  schedules  for  the  program's  noninstitutional  pro- 
viders. 


Prior  Approval  and  File  Maintenance  Subunit 

The  prior  approval  staff  of  20,  assisted  by  medical  consultants,  reviews 
provider  requests  for  authorization  to  perform  certain  particularly 
costly  services  and  those  subject  to  abuse.  This  activity  saves  $2.4 
million  annually.  Tightening  of  existing  prior  approval  requirements 
will  save  an  additional  $1.25  million  in  FY84. 

The  file  maintenance  staff  coordinates  with  the  MMIS  contractor  to  main- 
tain the  Department's  automated  files  of  certified  providers,  fee  sche- 
dules, and  managed  health  enrollees. 
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FY84  Request;   Central  Administrative  Staff 

Personnel  employed  for  all  or  part  of  FY83  will  be  sufficient  to  staff 
the  Medicaid  program's  central  administrative  functions  in  FY84.  The 
Department  is  therefore  requesting  additional  funds  only  to  cover  FY83 
salary  increases  resulting  from  collective  bargaining  agreements  and  to 
provide  full-year  funding  for  personnel  employed  for  only  a  portion  of 
FY83.  The  Department  is  also  requesting,  as  noted  earlier,  new  posi- 
tions for  savings-related  staff  currently  employed  on  contract.  Of 
these  new  positions,  30  are  for  staff  funded  through  the  Medical  Admin- 
istration account. 
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UTILIZATION  REVIEW  (4402-5101) 


FY81        FY82        FY83        FY84 

EXPENDITURES/ 

APPROPRIATION  2,138,615   4,272,299   5,476,481    8,185,000 


DESCRIPTION 

The  goal  of  the  activities  funded  by  this  account  is  to  operate  the 
Commonwealth's  Medicaid  program  as  economically  as  possible  while  still 
providing  quality  and  accessible  care.  Under  a  fee-for-service  reimbur- 
sement system,  providers  have  strong  incentives  to  provide  more  care  and 
more  expensive  care  than  recipients  require.  These  incentives  arise 
because  providing  more  and  more  expensive  care  increases  provider 
income.  The  fee-for-service  system  also  allows  recipients  to  shop  for 
medical  care  until  they  obtain  the  care  they  want  and  to  obtain  services 
in  the  setting  of  their  choosing,  regardless  of  expense.  The  result  of 
these  weaknesses  in  the  fee-for-service  system  is  one  of  the  program's 
most  pressing  problems:  the  widespread  provision  and  utilization  of 
inappropriate  and  unnecessary  medical  care,  amounting  to  as  much  as  25% 
program  costs.  The  Department's  efforts  to  control  and  reduce  this 
unnecessary  utilization  are  funded  through  the  Utilization  Review 
account.  Indeed,  all  of  the  funds  requested  for  this  account  will  be 
spent  on  savings  activities.  The  chart  below  lists  those  activities  and 
their  projected  FY84  savings  value  (including  new  and  continuing 
savings)  . 


ACTIVITY  FY84  SAVINGS  VALUE 

($M) 

Managed  Health  4.24 

Acute  Hospital  and  12.0 
Long  Term  Care 
Utilization  Review 

Provider  Review  5.4 

Third  Party  Liability  16.25 


TOTAL  $37.89  million 

Thus,  if  fully  funded,  these  activities  will  save  or  collect  a  total  of 
$37.89  million  in  FY84,  an  increase  of  $21.4  million  over  FY83. 
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MANAGED  HEALTH 

Because  unnecessary  utilization  is  inherent  in  the  fee-for-service 
system,  continuing  to  provide  Medicaid-reimbur sable  care  through  that 
system  will  prevent  the  Department  from  managing  the  Medicaid  program  as 
cost  effectively  as  it  can  and  must  be  managed.  Therefore,  one  of  the 
Department's  primary  goals  is  the  expansion  of  managed  health,  which, 
within  the  next  five  years,  will  entirely  replace  the  fee-for-service 
approach  as   the  Department's  means   of   reimbursing  Medicaid   providers. 


Organization  of  Managed  Health 

Under  managed  health,  recipients  choose  a  health  care  plan  (case  manage- 
ment site,  community  health  center,  health  maintenance  organization,  or 
health  plan  administered  by  a  financial  intermediary).  Each  plan  as- 
signs recipients  to  a  primary  care  team,  including  one  or  more  physi- 
cians and  nurse  practitioners.  The  team  acts  as  the  gatekeeper  to  the 
health  care  system  by  either  providing  or  authorizing  all  recipient 
care. 

The  Department  contracts  with  health  plans  to  meet  the  medical  needs  of 
the  recipients  within  a  target  expenditure  amount.  This  target  is  lower 
than  the  average  cost  of  meeting  recipient's  medical  needs  in  the  fee- 
for-service  system,  but  still  gives  providers  a  reasonable  return  for 
their  services.  The  health  care  plans  have  a  particular  incentive  to 
meet  recipient  medical  needs  cost-effectively  because  plans  which 
achieve  savings  for  the  Department  are  eligible  for  a  share  of  those 
savings.  Plans  which  fail  to  achieve  savings  are  at  risk  for  at  least  a 
portion  of  the  resultant  overspending.  Savings  accrue  because  plans, 
because  of  the  opportunity  to  share  in  the  savings,  provide  care  in  more 
cost-effective  settings  and  reduce  unnecessary  and  duplicative  care. 
This  is  a  significant  change  from  the  existing  system:  under  it,  pro- 
viders do  not  benefit  at  all  from  controlling  costs  and  indeed  are 
acting  against  their  own  interests  to  economize,  since  the  less  they 
spend,  the  less  they  receive  in  reimbursement. 

Analyses  of  the  problems  in  the  fee-for-service  system  and  of  the  ac- 
complishments of  managed  care  efforts  in  Massachusetts  and  in  other 
states  suggest  that  managing  care  effectively  can  save  up  to  25%  when 
compared  to  the  fee-for-service  system.  However,  the  Department  is  not 
assuming  savings  of  that  scale  immediately.  Care  managers  will  become 
more  skilled  at  managing  care  as  their  experience  with  the  initiative 
increases.  Moreover,  managed  care  will  require  significant  changes  in 
the  decisions  medical  professionals  make  about  utilization  and  the  ways 
in  which  they  deliver  services.  Medical  professionals  must  not  only 
meet  their  patients'  health  care  needs  but  begin  to  make  concerted 
efforts  to  meet  those  needs  as  cost-effectively  as  possible  by: 


-251- 


o  delivering  care  in  noninstitutional  settings  and,  when  hospital 
care  is  necessary,  delivering  that  care  in  the  least  costly  hospi- 
tal which  will  meet  the  recipient's  needs, 

o  ordering  only  those  tests  and  other  ancillary  services  necessary 
for  diagnosis  and  treatment,  and 

o  designing  economical  and,  when  appropriate,  nonmedical  follow-up 
care. 

This  amounts  to  a  substantial  reorientation  of  medical  practice,  of  the 
day-to-day  activities  of  individual  practitioners  and  hospitals.  A 
change  of  this  magnitude,  necessary  to  control  health  care  costs  for  the 
general  public  as  well  as  for  the  Medicaid  program,  will  take  a  number 
of  years  to  complete.  Enrollment  of  all  Medicaid  recipients  will  there- 
fore occur  over  the  next  five  years . 


Advantages  of  Managed  Health  for  Recipients  and  Providers 

Managed  health  will  also  mean  substantial  changes  for  recipients.  They 
will  have  to  give  up  their  present  unlimited  health  care  credit  card  to 
enter  a  system  which  limits  their  utilization  to  essential  care.  Some 
recipient  resistance  to  this  change  is  both  predictable  and  understand- 
able. However,  managed  health  offers  substantial  advantages  to  recip- 
ients. The  most  important  of  these  is  that  if  the  Department  is 
successful  in  implementing  managed  health,  the  Commonwealth  is  much  more 
likely  to  be  able  to  afford  to  continue  the  comprehensive  package  of 
services  and  eligibility  it  currently  provides.  Failure  to  replace  the 
fee-for-service  system  will  inevitably  mean  service,  eligibility,  and 
provider  reimbursement  reductions  which  may  leave  recipients  responsible 
for  a  substantial  portion  of  their  own  health  care  costs.  Managed 
health,  on  the  other  hand,  will  provide  recipients  with  all  of  the 
health  care  they  genuinely  need.  Department  monitoring  of  the  perfor- 
mance of  managed  health  providers  includes  a  substantial  quality  and 
access  review  effort.  The  Department  requires  immediate  corrective 
action  from  substandard  providers  and  does  not  recontract  with  providers 
which  fail  to  correct  problems. 

In  addition  to  the  assurance  that  managed  health  will  meet  all  of  their 
health  care  needs,  the  system  offers  several  other  advantages  to  recip- 
ients: coordination  of  care  by  a  single  primary  care  team,  thereby 
ensuring  continuity,  personalized  care,  and  often  better  quality  care; 
24-hour  access  to  necessary  care;  and  the  availability  of  most  services 
in  a  single  location.  The  challenge  the  Department  faces  is  convincing 
recipients  that  these  advantages  of  an  admittedly  innovative  system  out- 
weigh the  value  of  staying  in  the  more  familiar  and  essentially  unlim- 
ited fee-for-service  system.  The  Department's  response  to  this 
challenge  will  take  several  forms: 
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o  In  areas  like  Boston  with  highly  developed  health  care  delivery 
systems,  the  Department  is  seeking  federal  approval  to  require  re- 
cipient enrollment  in  managed  health  while  allowing  recipients 
free  choice  of  plans  within  the  new  system. 

o  In  areas  of  the  state  with  less  concentrated  health  services,  the 
Department  will  mount  an  education  and  marketing  campaign,  using  a 
small  marketing  staff  to  supplement  the  Department's  field  eligib- 
ility and  Project  Good  Health  workers,  who  will  be  responsible  for 
introducing  recipients  to  managed  health  and  assisting  in  their 
enrollment. 

o  Finally,  the  Department  will  explore  the  possibility  of  reducing 
or  restricting  the  services  available  through  the  fee-for-service 
system  in  order  to  encourage  recipients  to  enroll  in  managed 
health,  which  would  include  the  full  benefit  package  currently 
provided.  Recipients  preferring  to  remain  in  the  fee-for-service 
system  would  have  that  option,  at  least  for  several  years,  but 
would  pay  for  their  choice  of  an  unnecessarily  expensive  system  by 
giving  up  some  of  the  current  package  of  services.  This  approach 
could  take  several  forms:  requiring  fee-for-service  recipients  to 
pay  deductibles,  as  members  of  private  insurance  plans  do;  in- 
creasing the  number  of  services  on  which  copayments  are  required; 
limiting  utilization  of  certain  services  within  the  fee-for- 
service  package;  or  simply  eliminating  services  currently  avail- 
able through  the  fee-for-service  system.  If  the  Department  adopts 
one  of  these  approaches,  it  would  use  it  only  in  areas  which  have 
sufficient  managed  health  capacity  to  enroll  all  recipients  who 
choose  to  enroll. 

Managed  health  also  offers  clear  advantages  to  providers.  HMOs  and 
intermediary  plans  will  receive  regular  monthly  capitation  payments  from 
the  Department,  reducing  the  need  for  costly  and  frustrating  billing  and 
rebilling  and  giving  providers  an  improved  and  predictable  cash  flow. 
Further,  managed  health  includes  a  powerful  new  financial  incentive: 
providers  which  achieve  savings  will  retain  a  share  of  those  savings,  in 
addition  to  the  already  reasonable  levels  of  reimbursement  which  the 
system  will  provide.  Finally,  and  most  important,  managed  health  offers 
providers  the  best  available  hope  for  a  continuation  of  the  state's 
comprehensive  Medicaid  program.  Reductions  in  services,  eligibility, 
and  provider  rates  are  the  only  long-term  alternative  to  managed  health, 
and  these  reductions  would  directly  threaten  the  financial  viability  of 
many  providers. 


DPW  Experience  with  Managed  Care 

The  Department's  expectations  of  managed  care  are  based  on  experience 
with  the  initiative.   The  Department  has  enrolled  recipients  in  HMOs  for 


-253- 


more  than  ten  years,  at  5-17%  below  average  fee-for-service  costs.  Fur- 
ther, in  1978  the  Department  obtained  a  five-year  federal  demonstration 
grant  to  determine  what  a  successful  managed  care  approach  to  con- 
trolling costs  and  utilization  would  require.  The  Department  signed 
contracts  with  six  health  care  organizations  which  had  agreed  to  manage 
care  for  a  total  of  approximately  1,500  recipients.  Recipients  were  to 
receive  all  care  directly  from  their  assigned  providers  or  after  ob- 
taining authorization  from  those  providers,  who  were  to  deliver  and 
authorize  only  medically  necessary  care  and  to  ensure  that  care  was  pro- 
vided in  the  least  costly  appropriate  setting.  Providers  had  an  incen- 
tive to  control  costs  because  their  contracts  with  the  Department 
included  a  provision  for  sharing  savings  with  sites  that  achieved  sav- 
ings over  the  recipient's  pre-enrollment  costs. 

Only  two  of  the  original  six  sites  achieved  savings  in  the  first  year  of 
recipient  enrollment.  However,  the  results  were  nonetheless  of  con- 
siderable value  because  they  enabled  the  Department  to  identify  and 
remove  obstacles  to  an  effective  managed  care  system.  These  included 
limitations  in  the  Department's  existing  management  information  and 
claims  processing  systems.  Recipients  enrolled  in  managed  care  did  not 
always  receive  Medicaid  ID  cards  which  restricted  their  utilization  to 
their  enrollment  sites.  In  addition,  the  Department  did  not  have  a 
reliable  and  complete  record  of  which  recipients  were  enrolled  in 
managed  care.  When  recipients  obtained  care  outside  their  assigned 
sites,  the  Department  could  not  identify  and  hold  those  claims  for 
review  and  potential  denial.  Providers  outside  the  new  system  therefore 
had  no  incentive  to  comply  with  the  requirement  that  they  not  provide 
care  to  enrolled  recipients  without  authorization  from  the  recipient's 
managed  care  site.  The  Department  solved  both  of  these  problems  during 
FY82:  all  enrolled  recipients  now  receive  restricted  ID  cards,  and  the 
Department  reviews  all  claims  submitted  for  out-of-plan  services  pro- 
vided to  enrolled  recipients.  Partly  as  a  result  of  these  changes, 
three  of  the  four  sites  which  enrolled  recipients  for  a  second  year 
achieved  savings. 

One  additional  factor  requires  mention.  The  initial  contracts  did  not 
put  the  providers  at  financial  risk  for  failing  to  achieve  savings. 
This  was  particularly  a  problem  at  an  outpatient  department  which  was 
one  of  the  first  six  sites.  As  noted  above,  strong  incentives  are 
necessary  to  achieve  the  degree  of  change  the  Department  envisions. 
Department  contracts  now  provide  that  if  care  for  recipients  costs  more 
than  a  Department-prescribed  maximum,  the  managed  care  provider  shares 
that  "loss"  with  the  Department. 

The  Future  of  Managed  Health 

The  problems  described  above  and  the  time  required  for  sites  to  prepare 
for  managed  health  slowed  the  Department's  progress  in  expanding  the 
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program  in  FY82.  The  Department  faces  some  additional  problems:  devel- 
oping an  effective  strategy  for  encouraging  recipients  to  leave  the 
existing  unlimited  system  to  enroll  in  managed  health;  and  ensuring  that 
hospitals  and  other  institutions  participating  in  the  program  make  the 
changes  necessary  in  their  operations  for  the  initiative  to  work  effec- 
tively.  The  Department  will  focus  attention  on  these  problems  in  FY83. 

There  are  several  indications  that  the  Department  will  achieve  signifi- 
cant growth  in  managed  health  enrollment  during  FY83  and  FY84  and  will 
move  substantially  closer  to  its  goal  of  enrolling  all  recipients  in  the 
program.  In  February,  1982,  a  consortium  of  Boston  teaching  hospitals, 
organized  as  the  Commonwealth  Health  Care  Corporation  (CHCC),  submitted 
a  letter  of  intent  committing  itself  to  developing  a  proposal  for  en- 
rolling the  entire  Boston  AFDC  population,  approximately  66,000  recip- 
ients, in  managed  health  plans  located  at  the  city's  hospitals  and 
community  health  centers.  Discussions  between  the  Department  and  the 
CHCC  began  immediately  following  the  CHCC's  expression  of  interest.  A 
number  of  important  issues  remain  to  be  resolved,  including  the  degree 
of  savings  the  CHCC  will  achieve,  but  both  sides  are  optimistic  that 
they  will  resolve  the  remaining  issues  in  time  to  begin  enrolling  reci- 
pients by  January,  1983.  Both  sides  expect  recipient  enrollment  to  be 
complete  by  January,  1984.  If  the  Department  is  successful  In  obtaining 
federal  approval  of  the  final  CHCC/DPW  plan,  Boston  AFDC  recipients 
would  be  required  to  enroll  in  managed  health  but  would  have  a  choice  of 
health  plans  under  the  CHCC  umbrella. 

While  discussions  are  proceeding  with  CHCC,  the  Department  is  also  seek- 
ing new  sites  and  enrollees  throughout  the  state.  In  the  past,  these 
efforts  have  focused  on  the  AFDC  population.  However,  recognizing  the 
necessity  of  finding  cost-effective  means  of  caring  for  the  elderly  and 
disabled,  the  Department  is  also  increasing  its  efforts  to  develop 
managed  health  plans  for  those  populations. 

The  Department  is  expanding  an  existing  program  which  manages  the  care 
of  disabled  recipients  in  the  Boston  area.  This  program  provides  a  com- 
bination of  Medicaid  and  non-Medicaid  services  designed  to  meet  all  of 
the  health  care  and  social  service  needs  of  those  enrolled.  During 
FY83,  a  privately  funded  study  will  compare  cost  and  quality  of  care 
provided  through  this  comprehensive  approach  with  that  provided  to  a 
group  of  disabled  recipients  receiving  care  through  traditional  means. 
The  hypothesis  is  that  the  enrolled  group  will  have  fewer  hospital 
admissions,  require  fewer  days  of  hospital  care,  and  make  fewer 
emergency  visits  than  the  control  group. 

As  described  in  detail  in  the  Medical  Assistance  narrative,  the  cost  of 
caring  for  the  elderly  is  the  Medicaid  program's  most  pressing  problem. 
For  managed  care  to  achieve  substantial  savings,  it  must  include  the 
elderly,  who  account  for  49.3%  of  program  expenditures.  Specifically, 
as  nursing  home  and  chronic  hospitals  represent  half  the  Medicaid 
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budget,  managed  care  must  reduce  the  use  of  institutional  long  term  care 
in  order  to  achieve  a  significant  reduction  in  total  program  cost.  The 
Department  will  implement  three  separate  plans  to  address  the  health 
care  needs  of  elderly  recipients.   The  plans  are  as  follows: 

o  Home  and  community-based  services  model.  Providers  will  assume 
responsibility  for  managing  care  for  groups  of  recipients  who, 
without  community-based  support,  would  be  in  nursing  homes,  and 
for  recipients  currently  in  nursing  homes  who  are  capable  of 
living  in  the  community  with  appropriate  support.  The  providers 
will  utilize  both  traditional  Medicaid  services  and  social  serv- 
ices not  usually  reimbursed  through  the  Medicaid  program.  Depart- 
ment contracts  with  these  providers  will  guarantee  monthly 
per-recipient  payments  for  the  entire  service  package.  Those 
payments  will  total  10-15%  less  than  the  cost  of  maintaining  a 
recipient  in  a  nursing  home. 

o  Nursing  home  medical  management  model .  The  Department  will  con- 
tract with  local  institutions  or  physician  group  practices  to  meet 
nursing  home  recipients'  primary  and  acute  care  needs.  This  will 
ensure  that  recipients  receive  necessary  physician  and  dental  care 
and  that  they  receive  treatment  in  their  nursing  homes,  rather 
than  in  the  hospital,  unless  hospital  care  is  medically  necessary. 
Providers  will  be  responsible  for  delivering  these  services  within 
the  Department's  monthly  payments. 

o  Community  well  and  frail  elderly  model.  Providers  in  the  program 
will  furnish  basic  primary  services  and  authorize  hospital,  spe- 
cialty, and  short-term  nursing  home  care  to  recipients  living  at 
home.  The  Department  will  pay  these  providers  on  a  fee-for- 
service  basis  within  the  limits  of  a  negotiated  ceiling.  The 
Department  and  provider  will  share  savings  for  care  delivered  for 
costs  below  that  ceiling  and  will  share  the  "loss"  for  care,  in 
excess  of  that  ceiling. 

The  charts  on  the  following  page  indicate  historical  and  projected 
managed  health  enrollment  and  savings. 
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#  of  Sites/Providers 


#  of  Enrolled  Recipients 


FY82 

9 

8,800 

FY83 

29 

16,665 

FY84 

45 

90,000 

FY84  Enrollment  and  Savings 

by  Recipient  Category 

#  of  Total 

Recipients 

FY84  Cash 

Enrolled 

Savings  ($M) 

Families  and 

87,050 

3.055 

Children 

Community  Elderly 

1,450 

.181 

and  Disabled 

Institutional 
Elderly  and 
Disabled 

TOTAL 


1,500 


90,000 


1.001 


$4,236  million 


Administration  of  Managed  Health 

The  Medical  Division's  managed  health  development  unit,  funded  through 
the  Utilization  Review  account,  administers  the  managed  health  effort. 
The  unit  includes  50  staff.   The  unit's  functions  include: 

o  Planning  the  expansion  of  managed  health  and  developing  the  reim- 
bursement methodologies  and  capitation  rates  necessary  to  pay  pro- 
viders through  this  system. 

o  Recruiting  and  contracting  with  providers  and  monitoring  provid- 
ers' compliance  with  contracts. 

o  Marketing  managed  health  to  recipients  and  enrolling  them  for  the 
program  through  coordination  with  field  eligibility  and  Project 
Good  Health  staff.  To  control  administrative  expenditures,  the 
managed  health  marketing  effort  relies  primarily  on  existing 
Department  field  staff  rather  than  stationing  a  managed  health 
marketer  in  each  local  office. 


o   Ensuring,  through  ongoing  monitoring  of  each  site,  that  sites  pro- 
vide quality  and  accessible  care. 
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The  Department's  FY84  managed  health  request  includes  the  funds  neces- 
sary to  support  all  managed  health  activities  in  operation  and  staff 
employed  at  the  end  of  FY83.  As  noted  earlier,  the  Department  is 
requesting  230  new  positions  for  the  Utilization  Review  account  in  order 
to  accommodate  staff  currently  employed  on  contract.  Thirty  of  these 
positions  are  for  staff  in  managed  health. 

Because  of  the  time  required  to  completely  convert  the  Medicaid  program 
to  managed  health  and  because  of  the  need  for  more  Immediate  improve- 
ments in  the  program's  cost  effectiveness,  the  Department  has  designed 
and  is  or  will  be  implementing  a  number  of  other  savings  initiatives 
funded  through  the  Utilization  Review  account.  These  initiatives  are 
described  below  in  the  sections  which  follow. 


INSTITUTIONAL  UTILIZATION  REVIEW 

Control  of  inappropriate  utilization  of  hospital  and  long  term  care  is 
particularly  vital  because  of  the  cost  of  those  services.  Department 
efforts  in  these  areas  are  described  below. 


Inpatient  Hospital  Utilization  Review 

Federal  regulations  require  states  to  control  unnecessary  utilization  of 
hospital  inpatient  services  by  reviewing  Medicaid  recipients'  utiliza- 
tion of  those  services.  Federally  funded  Professional  Standards  Review 
Organizations  (PSROs)  formerly  met  this  requirement  by  reviewing 
admissions  and  continued  stays  of  Medicaid  recipients  in  Massachusetts 
hospitals.  However,  while  the  requirement  to  review  utilization  con- 
tinued, federal  financing  of  the  acute  care  review  activities  of  three 
Massachusetts  PSROs  ended  on  December  31,  1981,  and  federal  financing  of 
the  remaining  two  PSROs  ended  on  June  30,  1982.  The  Department  now 
contracts  directly  with  the  PSROs  to  perform  this  function.  The 
federally  funded  PSROs'  effectiveness  was  mixed.  However,  the  Depart- 
ment monitors  the  PSROs'  compliance  with  their  contracts  considerably 
more  closely  than  the  federal  government  did.  Moreover,  having  a 
contract  rather  than  a  federal  appropriation  to  fund  the  PSROs  makes 
them  accountable  to  the  Department  on  a  continuing  basis.  Up  to  5%  of 
Medicaid-paid  acute  status  hospital  days  are  medically  unnecessary. 
While  federally  funded,  the  PSROs  denied  1.5%  of  hospital  days.  The 
Department's  contracting  with  and  monitoring  of  the  PSROs  has  already 
raised  this  denial  rate  to  3%.  The  hospital  utilization  review  program 
will  save  $3.8  million  in  FY84.  The  program  will  cost  $1.5  million. 
Most  of  this  spending  is  for  the  PSRO  contracts;  the  Department  spends 
the  remainder,  about  $200,000,  on  salaries  for  a  clinical  monitoring  and 
administrative  staff.  The  FY84  request  for  this  activity  would  fund 
continuation  of  the  PSRO  contracts  and  existing  staff.  Of  the  230  new 
positions  requested  for  this  account,  eighteen  will  accommodate  hospital 
utilization  review  staff  currently  employed  on  contract. 
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Long  Term  Care  Utilization  Review 

This  activity  has  three  components: 

o  Chronic  hospital  utilization  review*  This  effort  consists  of 
three  nurses  who  review  chronic  hospitals'  reports  on  the  number 
of  their  patients  appropriate  for  chronic  care.  This  review 
enables  the  Department  to  enforce  its  policy  of  paying  less  than 
chronic  hospital  rates  for  recipients  in  these  facilities  who  do 
not  in  fact  require  chronic  hospital  care.  This  initiative  saves 
$900,000  per  year  through  increased  identification  of  inappropri- 
ately placed  patients. 

o  Nursing  home  prescreening.  This  effort  consists  of  22  nurse/medi- 
cal social  worker  teams  located  throughout  the  state.  The  teams 
ensure  that  all  Medicaid  recipients  seeking  nursing  home  care  are 
placed  in  the  most  appropriate  institutional  or  community  setting. 
The  teams  define  "appropriate"  as  the  least  intensive  setting 
which  will  meet  a  recipient's  needs.  If  a  recipient's  medical  and 
psychosocial  condition  and  the  availability  of  home  health  and 
other  support  services  make  a  community  placement  possible,  the 
teams  work  with  the  local  home  care  agencies  to  arrange  that 
placement.  If  the  recipient  requires  nursing  home  care  for  medi- 
cal reasons  or  because  the  necessary  community  services  are  not 
available,  the  teams  place  him  or  her  at  the  appropriate  level  of 
nursing  home  care  as  soon  as  possible.  The  teams  will  review 
approximately  8,000  individuals  in  FY84.  The  teams  will  divert 
about  15%  of  these  recipients  to  less  intensive  settings  or  to  the 
community.  Almost  none  of  the  recipients  diverted  to  less  inten- 
sive levels  of  care  or  to  the  community  move  to  an  institutional 
setting  or  to  an  increased  level  of  care  during  the  year  following 
the  teams'  review.  In  addition  to  the  teams'  review  function, 
they  assist  hospitals  in  placing  administrative  day  patients, 
recipients  who  are  in  the  hospital  because  no  nursing  home  bed  is 
available.  This  assistance  achieves  savings  by  reducing  recip- 
ients' length  of  stay  on  AD  status.  The  nursing  home  prescreening 
teams'  activities  achieve  annual  savings  of  $5.6  million.  The 
Department  will  spend  $2  million  in  FY84  to  support  the  teams. 

o  Nursing  home  monitoring  and  continued  stay  review.  The  nursing 
home  monitoring  staff  of  4  nurses  and  medical  social  workers 
assists  in  relocating  recipients  following  nursing  home  closures. 
The  staff  seeks  to  relevel  recipients  who  no  longer  require  the 
level  of  care  they  had  been  receiving.  In  FY82,  the  staff 
assisted  in  relocating  259  recipients.  It  placed  31%  of  these  in 
less  intensive  levels  of  institutional  care  and  placed  3%  in  the 
community.  The  fact  that  34%  of  the  patients  relocated  had  been 
receiving  inappropriate  care,  and  the  Department's  experience 
during  the  period  it  was  responsible  for  performing  nursing  home 
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inspections,  suggest  that  a  substantial  percentage  of  recipients 
in  nursing  homes  would  be  appropriate  for  either  less  intensive 
institutional  care  or  community  placements.  The  Department  will 
therefore  maintain,  in  addition  to  the  monitoring  staff,  a  con- 
tinued stay  team  which  will  focus  on  homes  with  historically  high 
levels  of  inappropr lateness.  The  teams  will  identify  inappropri- 
ately placed  recipients  and  relevel,  or  relocate  to  the  community 
with  appropriate  support,  those  who  can  be  moved  without  impairing 
their  health.   This  effort  will  save  $1.8  million  in  FY84. 

The  Department's  FY84  request  for  these  activities  represents  a  con- 
tinuation of  FY83  activities.  The  position  request  includes  117  posi- 
tions for  long-term-care  utilization  control  staff  currently  employed  on 
contract. 


THIRD  PARTY  LIABILITY 

Many  Medicaid  recipients,  an  estimated  40%,  have  health  insurance 
coverage  through  Medicare,  Medex,  Blue  Cross,  or  other  insurors.  In 
some  instances,  the  recipients  have  this  coverage  because  they  or  a 
relative  are  employed;  in  other  instances,  particularly  with  Medicare 
for  the  elderly  and  disabled,  the  coverage  is  essentially  automatic. 
The  Department  in  fact  buys  supplementary  Medicare  coverage  for  these 
recipients  as  well  as  paying  at  least  a  portion  of  their  co-insurance 
and  deductible  costs  because  the  savings  from  having  other  insurors  pro- 
vide this  coverage  substantially  exceeds  the  cost  of  the  coverage.  Fed- 
eral Medicaid  regulations  require  providers  to  bill  all  other  available 
sources  of  payment  for  recipients'  care  before  billing  the  Department. 

In  keeping  with  the  federal  requirement  and  the  cost  savings  potential 
of  having  recipients  make  use  of  whatever  other  insurance  is  available 
to  them,  in  FY81  the  Department  began  a  four-part  effort  to  maximize  .its 
use  of  third  party  resources.   The  effort  includes: 

o  Encouraging  recipients  and/or  recipient  relatives  to  purchase  in- 
surance .  Current  Department  efforts  focus  on  tightening  the  link 
between  the  Department's  child  support  enforcement  and  third  party 
liability  efforts  so  that  support  orders  require  the  absent  parent 
to  purchase  and/or  maintain  health  insurance  for  his  or  her  depen- 
dent children  in  addition  to  making  support  payments.  Presently, 
this  initiative  takes  the  form  of  child  support  staff  asking 
judges  to  include  health  insurance  in  their  support  orders.  In 
FY83,  the  Department  will  introduce  legislation  defining  health 
isnurance  as  part  of  child  support,  thereby  requiring  judges  to 
include  it  in  their  support  orders.  This  initiative  will  save  $2 
million  in  FY84. 

o  Identifying  recipients  who  have  private  insurance  coverage.    The 
Department  has  no  means  of  ensuring  that  providers  are  billing 
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Medicaid  only  as  a  last  resort  unless  it  has  record  of  which 
recipients  have  other  coverage  and  what  that  coverage  includes. 
For  many  years,  this  identification  effort  received  little  atten- 
tion, and  the  Department  has  insurance  information  on  only  28%  of 
its  recipients.  While  the  Department  may  never  identify  all  re- 
cipients with  this  coverage,  there  is  a  substantial  gap  between 
estimates,  based  on  national  averages,  of  those  covered,  and  the 
8%  presently  identified.  The  Department  has  underway  several  ini- 
tiatives designed  to  reduce  that  gap:  training  of  Department  eli- 
gibility and  child  support  staff;  mailings  to  SSI  recipients, 
nursing  home  residents,  and  absent  parents;  and  data  matches  with 
other  state  agencies  which  maintain  employment  and  insurance 
information.  These  efforts,  which  began  in  FY81,  have  an  annual 
savings  value  of  $4.5  million.  MMIS  will  increase  these  savings 
by  enabling  the  Department  to  store  more  and  more  detailed  infor- 
mation on  recipient  coverage. 

Reviewing  claims  prior  to  payment  in  order  to  deny  those  for  which 
other  insurance  coverage  exists.  Existing  claims  processing 
systems  have  a  limited  capacity  to  use  the  information  gathered 
through  the  identification  effort  to  review  provider  claims  and 
deny  those  for  which  other  insurance  coverage  exists.  Presently, 
the  Department  reviews  or  edits  only  inpatient  and  outpatient 
hospital  and  physician  claims.  These  efforts  have  an  annual 
savings  value  of  $6.5  million.  MMIS  will  enable  the  Department  to 
edit  claims  in  all  provider  types.  However,  the  complexity  of 
editing  claims  and  the  importance  of  first  developing  an  MMIS 
which  processes  claims  efficiently  means  that  the  Department  will 
not  expand  its  edit  capacity  to  the  remaining  providers  (with  the 
exception  of  nursing  homes,  discussed  below)  until  January  of 
1984.  This  expansion  will  yield  savings  of  $2  million  in  FY84  and 
will  have  an  annual  value  of  $4  million. 

Collections  on  claims  erroneously  paid.  Certain  providers,  es- 
pecially nursing  homes,  are  heavily  dependent  on  payments  for 
services  to  Medicaid  recipients.  These  providers  generally  bill 
Medicaid  and  insurors  simultaneously  in  order  to  ensure  themselves 
an  adequate  cash  flow.  They  are  required  to  return  to  the  Depart- 
ment any  payments  received  for  services  Medicaid  has  already  paid 
for.  However,  these  providers  do  not  always  make  these  refunds, 
nor,  since  they  can  count  on  Medicaid  reimbursement,  do  they 
always  bill  other  insurors.  In  addition,  the  Department  sometimes 
becomes  aware  of  the  existence  of  third  party  coverage  only  after 
Medicaid  has  already  paid  for  services.  For  these  reasons,  the 
Department  itself  seeks  to  collect  refunds  from  providers  or  other 
insurors  for  claims  the  Department  has  paid  for  which  other  insur- 
ors were  responsible.  The  chart  below  shows  growth  in  collections 
in  recent  years. 
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Year  Collections 

FY81  100,000 

FY82  501,893 

FY83  700,000  (projected) 

FY84  900,000  (projected) 


By  the  end  of  FY83,  the  Department  will  also  have  in  operation  an  effort 
to  maximize  use  of  the  Medicare  coverage  available  to  many  recipients  in 
nursing  homes.  This  coverage  does  not  take  effect  automatically,  and 
neither  recipients  nor  homes  have  pursued  it  as  aggressively  as  they 
might.  Indeed,  in  1980  Medicare  paid  for  only  3%  of  the  potential  Medi- 
care-certified bed  days  in  Massachusetts.  The  Department's  effort  to 
correct  this  situation  will  yield  $250,000  in  savings  in  FY83  and  $1.5 
million  in  FY84. 

The  Department's  FY84  request  for  third  party  liability  activities 
includes  only  those  funds  necessary  to  support  staff  employed  and  acti- 
vities operational  during  FY83.  The  Department  is  requesting  10  new 
positions  in  this  area  in  order  to  convert  staff  paid  on  contract  to 
state  positions. 


PROVIDER  REVIEW 

Provider  billing  errors,  fraud,  and  inappropriate  medical  practices  are 
recurrent  problems  for  the  state's  Medicaid  program  and  for  Medicaid  and 
other  health  insurance  programs  nationally.  The  Department  seeks  to 
control  provider  abuses  through  audits  of  provider  billing  and  medical 
records.  The  Department  cannot  review  all  40,000  of  the  state's  Medi- 
caid providers,  nor  would  review  of  most  of  those  providers  reveal  any 
irregularities.  The  Department  therefore  reviews  a  limited  number  of 
providers.  It  determines  which  providers  to  audit  on  the  basis  of  vol- 
ume of  Medicaid  billing  and  changes  in  that  volume,  recipient  com- 
plaints, and  a  random  sample  within  each  provider  type.  Department 
auditors  make  on-site  reviews  of  the  selected  providers'  records.  When 
the  audits  reveal  billing  errors,  the  Department  recovers  the  amount  it 
has  paid  in  error  through  a  civil  sanctions  process.  Cases  of  possible 
fraud  are  referred  to  the  Attorney  General's  Medicaid  fraud  unit.  When 
audits  uncover  poor  quality  care  or  inappropriate  medical  practices,  the 
Department  may  require  providers  to  refund  payments  for  the  care  pro- 
vided and/or  may  refer  the  provider  to  a  volunteer  committee  consisting 
of  the  provider's  peers.  The  committee  is  empowered  to  suspend  or 
revoke   the   provider's   right   to   participate   in  the  Medicaid   program. 

In  FY83  and  FY84,  the  Department  plans  several  improvements  to  its 
existing   provider  review  operation: 
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o  utilization  of  MMIS  to  improve  identification  of  inappropriate  and 
illegal  activities.  This  improved  targeting  will  help  double  (to 
$10,000)  the  average  recovery  per  audit  of  physicians,  dentists, 
and   other  community-based   providers. 

o  performing  record  audits  before  certifying  providers  seeking  to 
join  the  program.  This  effort  would  focus  on  provider  groups  with 
histories   of   inadequate  recordkeeping. 

o  toughening  penalties  for  providers  who  bill  recipients  for  care 
the  Department   is  responsible   for  reimbursing. 

o  shifting  the  emphasis  of  provider  review  activities  from  noninsti- 
tutional  to  institutional  providers,  which  represent  80%  of 
program  expenditures. 

o  seeking  authority  to  fine  providers  who  have  violated  regulations 
but  have  provided  services  and  therefore  must  be  paid  despite 
their  violation  of    the  regulations. 

These    improvements    will    result    in   a    significant    increase    in    recoveries 
as   the  chart  below  indicates. 

FY82  FY83  FY84 

Audits/ $M  Recovered 

Noninstitutional  436/1.73  300/2.0  200/2.0 

Outpatient  Departments  14/0  36/. 84  60/2.0 

Inpatient  Hospitals  0/0  4/0  20/. 4 

Chronic  Hospitals  0/0  2/0  3/. 06 

Nursing  Homes  153/0  92/1.8  50/. 65 

TOTAL  603/$1.73  434/$4.64  333/$5.11 


Note:      some  recoveries  occur    in  the   following   fiscal   year. 

The  Department's  FY84  request  includes  funds  necessary  to  continue  staff 
employed  and  activities  in  operation  in  FY83.  The  request  also  proposes 
the  establishment  of  55  state  positions  for  staff  currently  employed  on 
contract. 


OTHER  ACCOUNT  ACTIVITIES 

In  addition  to  those  described  above,  the  Utilization  Review  account 
funds  a  number  of  other  savings-related  activities.  These  are  described 
below. 
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Prior  Approval  of  Certain  Medical  Services 

The  Department  requires  providers  to  obtain  prior  approval  before  deliv- 
ering certain  medical  services,  including  some  dental  procedures,  ex- 
tended psychiatric  treatment,  and  provision  of  certain  types  of  durable 
medical  equipment.  Evaluation  of  many  prior  approval  requests  requires 
review  of  the  requests  by  qualified  medical  professionals.  This  mecha- 
nism is  one  of  the  ways  to  limit  utilization  of  high-cost,  commonly 
abused  services  without  denying  care  to  those  who  need  it.  The  prior 
approval  program  reviews  132,000  requests  per  year  and  denies  about  12%. 
This  activity  saves  $2.4  million  per  year.  The  clerical  staff  required 
for  its  operation  are  funded  through  the  Medical  Administration  account. 
The  medical  staff  which  provides  necessary  consultant  services  is  funded 
through  the  Utilization  Review  account  at  a  cost  of  $250,000  per  year. 


Second  Opinion  Program 

The  legislature  mandated  this  program  beginning  in  1976  as  a  means  of 
preventing  unnecessary  surgery.  The  program  requires  that  all  Medicaid 
recipients  obtain  a  second  medical  opinion  before  certain  surgical  pro- 
cedures are  performed.  Eight  procedures  are  currently  included  in  this 
program.  If  the  second  doctor  disagrees  with  the  original  diagnosis, 
the  patient  must  obtain  a  third  opinion  before  deciding  whether  or  not 
to  have  the  surgery  performed.  Spending  for  this  program  covers  the 
cost  of  organizations  which  administer  it  in  each  region  of  the  state. 
A  federal  grant  funded  during  FY80  to  evaluate  the  program  found  that 
savings  from  decreases  in  the  number  of  surgeries  and  decreases  in  ini- 
tial referrals  for  surgery  resulted  in  a  cost/benefit  ratio  of  1  to  3.9. 
The  program  will  save  approximately  $1.4  million  in  FY84.  The  Massachu- 
setts Second  Opinion  Program  is  recognized  as  one  of  the  best  in  the 
nation  and  has  been  used  as  a  model  for  other  programs  throughout  the 
country. 


General  Relief  Employability  Reviews 

The  Utilization  Review  account  funds,  at  an  FY84  cost  of  $400,000,  the 
medical  and  clerical  services  required  to  review  General  Relief  applica- 
tions to  verify  claims  of  un employability.  This  initiative  will  save 
$3.5  million  in  General  Relief  program  costs  in  FY84  by  denying  approx- 
imately 6%  of  applications  because  the  denied  applicants  are  employable. 


Dental  Capitation 

The  objective  of  this  project  is  to  demonstrate  that  capitation  den- 
tistry can  result  in  a  cost  effective  and  improved  method  of  delivering 
dental  care  to  the  Medicaid  population.   In  order  to  implement  the  pro- 
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ject,  staff  have  negotiated  contracts  with  dental  providers  at  several 
sites  statewide.  The  providers  have  overall  responsibility  for  the  den- 
tal health  of  the  AFDC  families  enrolled  in  the  program.  The  providers 
receive  regular  monthly  payments  or  capitation  amounts  which  are  in- 
tended to  cover  the  provision  of  a  range  of  basic  dental  services  agreed 
upon  in  the  contracts.  The  project  will  provide  an  opportunity  to 
accurately  measure  the  effects  of  capitation  dentistry  on  the  cost  and 
quality  of  dental  care.  The  federal  government  had  provided  most  of  the 
administrative  costs  associated  with  this  project.  However,  beginning 
in  January,  1983,  this  federal  funding  will  no  longer  be  available,  and 
the  Utilization  Review  account  will  fund  these  costs.  Funding  this 
activity  for  all  of  FY84  requires  an  addition  of  $20,000  to  the  $30,000 
expended  in  FY83. 

The  following  chart  summarizes  Utilization  Review  account  administrative 
spending  and  savings  activities. 


COMPARISON  OF  SAVINGS  AND  ADMINISTRATIVE  EXPENDITURES 


ACTIVITY 


FY84  ADMINISTRATIVE 
EXPENDITURES 


FY84  SAVINGS* 
($M) 


Managed  Care 


$1.13  million 


$  4.24 


Institutional  Utilization 
Review 


4.0   million 


12.0 


Provider  Review 


Third  Party  Liability 


Other  Activities 


1.655  million 


350,000 


1.05  million 


5.4 

16.25 

7.3 


TOTAL 


$  8.185  million 


$  45.19  M 


For  Provider  Review  and  Third  Party  Liability,  savings  projections 
include  collections.  All  projections  reflect  total  FY84  savings  for 
these  initiatives  and  thus  include  continuing  activities. 
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PROJECT  GOOD  HEALTH  (4400-1400) 


FY81  FY82  FY83  FY84 

EXPENDITURES/ 

APPROPRIATION   1,116,799      1,124,414      1,301,980        1,428,000 


INTRODUCTION 

Federal  law  governing  Medical  Assistance  (Medicaid)  Programs  requires 
the  establishment  of  a  program  of  Early  and  Periodic  Screening,  Diag- 
nosis and  Treatment  (EPSDT)  for  persons  under  the  age  of  21  who  are  eli- 
gible for  Medical  Assistance.  Project  Good  Health  (PGH)  is  the  name 
given  to  the  EPSDT  program  established  in  Massachusetts.  The  Department 
pays  for  PGH  services  provided  to  all  Medical  recipients  who  are  under 
the  age  of  21,  including  those  who  are  parents. 

PGH  is  a  preventive  health  program.  It  objectives  are:  (1)  to  provide 
to  Medicaid  recipients  under  21  years  of  age  comprehensive  and  con- 
tinuous health  care  designed  to  prevent  illness  and  disability;  (2)  to 
ensure  early  detection  and  prompt  treatment  of  health  problems  before 
they  become  chronic  or  cause  irreversible  damage;  and,  (3)  to  create  an 
awareness  of  the  availability  and  value  of  preventive  health-care  serv- 
ices. 

Federal  EPSDT  regulations  require  that  AFDC  families  be  informed  about 
EPSDT  services  on  a  face-to-face  basis  and  in  writing  no  later  than  60 
days  after  they  are  determined  to  be  eligible  for  Medicaid.  Once  a 
recipient  requests  EPSDT  services,  the  Department  must  assure  that, 
within  a  reasonable  period  of  time,  the  recipient  receives:  an  initial 
"screening",  or  comprehensive  physical  examination;  any  treatment  that 
is  needed  as  a  result  of  the  initial  screening;  and,  periodic  rescreen- 
ings  as  specified  in  the  EPSDT  "protocol",  or  health  assessment  guide- 
lines. Federal  regulations  require  further  that  any  recipient  who 
requests  EPSDT  services  must  be  offered  and  provided  with  assistance  in 
scheduling  medical  or  dental  appointments  and  arranging  transportation 
to  and  from  the  appointments.  Under  the  court  stipulation  signed  by  the 
Department  in  the  Vega  v.  Mo ran  suit,  assistance  with  child  care 
arrangements,  counseling,  and  translation  services  must  also  be  offered 
to  recipients  requesting  EPSDT  services,  and  provided  upon  request. 

This  account  funds  the  staff  and  administrative  costs  required  to  meet 
these  federal  regulations  and  the  terms  of  the  court  stipulation.  Over 
sixty  percent  of  the  FY84  request  will  fund  the  PGH  field  staff  who  pro- 
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vide  outreach,  assistance,  and  follow-up  activities  to  the  estimated 
285,000  Medicaid  recipients  eligible  for  PGH  services.  Six  percent  of 
the  request  will  fund  the  printing  and  postage  for  PGH  mailings. 
Another  six  percent  will  fund  the  provider  relations  and  training  staff. 
The  remainder  of  the  request  will  fund  the  central  administrative  staff 
whose  function  is  to  manage  the  PGH  program  statewide,  to  ensure  that 
federal  and  state  reporting  requirements  are  met  in  a  timely  manner  and 
that  the  PGH  program  complies  with  all  components  of  the  Vega  v.  Mo ran 
stipulation.  Medical  services  provided  under  the  PGH  program  are  funded 
directly  from  the  Medical  Assistance  account  (4402-5000)  and  are 
expected  to  total  $3.2  million  in  FY84. 


FY84  REQUEST 

In  addition  to  funding  for  the  activities  required  to  comply  with 
federal  regulations  and  the  court  stipulation,  the  FY84  request  for  this 
account  includes  funds  for  three  major  staff  initiatives:  a  cost- 
containment  study,  an  expanded  role  in  the  Department's  managed  health 
program,  and  more  extensive  provider  relations  and  recruitment  activi- 
ties. 


Cost  Containment  Study 

The  number  of  children  enrolled  in  PGH  has  increased  steadily  since  the 
program's  Implementation  in  1976,  despite  a  large  decline  in  the  AFDC 
and  AFDC -related  caseloads.  In  FY82,  13,692  new  children  were  enrolled 
in  PGH,  bringing  total  program  enrollment  to  37,971,  or  13.34%  of  all 
Medicaid  recipients  under  21.  Related  to  this  increase  in  enrollment, 
the  number  of  children  who  received  PGH  physical  examinations,  knowns  as 
"screens",  in  FY82  rose  to  an  average  of  4,356  per  month.  This  is  up 
from  an  average  number  of  screens  per  month  of  2,982  in  FY81  and  2,-757 
in  FY80. 

The  Department  believes  that  the  PGH  program  has  been  effective  in  con- 
taining Medicaid  expenditures  for  children,  and  that  children  enrolled 
in  PGH  have  fewer  health  problems  than  non-enrolled  Medicaid  children. 

National  statistics  on  Medicaid  expenditures  support  this  position. 
Since  the  implementation  of  EPSDT,  the  pattern  of  expenditures  for  out- 
patient hospital  services  across  all  states  has  changed  dramatically. 
In  both  total  dollars  and  expenditures  per  recipient,  children's  use  of 
outpatient  services  exceeded  adults'  through  1975.  Thereafter,  adult 
utilization  and  costs  have  accelerated,  while  those  of  children  have 
remained  constant  or  declined. 

Similarly,  inpatient  hospital  expenditures  for  children  are  signifi- 
cantly lower  than  expenditures  for  adults  through  1979,  the  most  recent 
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year  for  which  inpatient  data  is  available.  In  1979,  the  average  inpa- 
tient expenditure  per  adult  recipient  was  two  and  one  half  times  greater 
than  the  average  expenditure  per  child  recipient. 

Of  course,  since  the  implementation  of  EPSDT,  total  expenditures  per 
recipient  have  risen  due  to  inflation  and  rate  increases,  but  expen- 
ditures for  children  have  risen  less  quickly  than  expenditures  for  any 
other  age  group: 


National  Average  Expenditures  Per  Recipient 

Recipient  Group         1976        1980       %  Increase 

Recipients  Under  21  $  237  $  339  43% 
Recipients  Over  65  1,425  2,553  79% 
All  Other  Recipients       208       1,279         81% 

Total  All  Recipients    $   617      $1,077         75% 


The  PGH  program  promotes  cost  containment  in  two  ways:  First,  the 
comprehensive  physical  examinations  that  PGH-enrolled  children  undergo 
on  a  regular  basis  allow  the  physician  to  detect  and  manage  health 
problems  in  their  early  stages,  before  conditions  become  more  difficult 
and  expensive  to  treat.  Second,  the  continuing,  preventive  health  care 
provided  by  PGH  physicians  reduces  utilization  by  PGH  children  of  costly 
hospital  emergency  rooms  and  other  outpatient  services. 

As  part  of  its  FY84  request  for  this  account,  the  Department  is  request- 
ing funds  to  perform  a  study  of  the  PGH  program  in  Massachusetts.  The 
purpose  of  the  study  will  be  to  document  the  effectiveness  of  the  pre- 
ventive health  care  services  provided  under  the  PGH  program  in  reducing 
the  health  problems  of  Medicaid  children  and  in  containing  the  cost  of 
medical  services  for  these  children. 


Expanded  Role  in  the  Managed  Care  Program 

The  PGH  field  staff  and  tracking  system  will  be  valuable  resources  to 
the  Department  in  the  development  and  implementation  of  the  managed 
health  program  in  FY84. 

When  a  family  is  determined  eligible  for  AFDC,  the  PGH  staff,  located  in 
field  offices  throughout  the  state,  informs  the  parent  about  PGH  serv- 
ices and  offers  assistance  in  obtaining  these  services.  The  PGH  field 
staff  then  conducts  more  intensive  case  management  activities  with  all 
recipients  who  request  services,  or  do  not  already  have  a  regular  family 
physician,  or  have  special  health  problems.   For  these  families,  the  PGH 
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field  staff  provides  "outreach"  in  the  form  of  special  mailings,  tele- 
phone calls,  and  home  visits;  assistance  with  selecting  providers,  sche- 
duling appointments,  arranging  transportation  and  childcare;  and 
followup  to  verify  that  appointments  were  kept  and  to  offer  assistance 
should  further  treatment  or  referral  appointments  be  required.  Through 
its  close  regular  contact  with  Medicaid  families  and  its  extensive 
knowledge  about  the  health  care  services  available  in  each  area  of  the 
state,  the  PGH  field  staff  will  provide  an  excellent  marketing  structure 
for  families  who  wish  to  enroll  in  the  managed  health  program. 

In  FY82,  the  Department  implemented  a  computerized  information  system 
designed  to  "track"  all  children  enrolled  in  the  PGH  program.  Informa- 
tion is  entered  into  the  system  every  time  a  recipient  requests  a  serv- 
ice and  the  PGH  staff  helps  select  a  provider  and  schedules  an 
appointment  or  arranges  for  transportation  or  child  care.  The  computer 
matches  this  information,  entered  by  the  PGH  staff,  with  information 
entered  by  the  provider  about  the  services  rendered .  The  PGH  tracking 
system  provides  detailed  utilization  and  expenditure  information  about 
families  enrolled  in  PGH.  This  information  will  enable  the  Department 
to  develop  more  accurate  estimates  of  the  costs  of  serving  families  in 
managed  health  sites. 


Provider  Relations  and  Recruitment 

Since  the  implementation  of  new  regulations  and  billing  procedures  early 
in  FY82,  the  number  of  physicians  actively  participating  in  PGH  has 
increased  over  87%.  This  increase  has  been  achieved  through  a  recruit- 
ment strategy  that  targeted  physicians  who  had  not  previously  par- 
ticipated in  PGH  but  were  providing  care  to  large  numbers  of  eligible 
children. 

In  FY84,  provider  relations  and  recruitment  activities  will  emphasize 
three  areas:  retaining  physicians  who  are  already  participating  in  the 
program,  recruiting  selected  non-participating  providers,  and  increasing 
community  health  center  participation.  To  retain  participating  physi- 
cians, PGH  will  meet  with  individual  physicians  and  their  billing  clerks 
to  resolve  billing  and  report-completion  problems.  PGH  recruitment 
efforts  in  FY84  will  focus  on  non-participating  primary  care  providers 
who  are  located  in  underserved  areas  or  who  serve  sizeable  numbers  of 
Medicaid-eligible  children.  To  increase  community  health  center  par- 
ticipation, PGH  will  work  with  centers  to  overcome  the  operational  dif- 
ficulties they  have  with  employing  the  PGH  reporting  form.  Alternative 
reporting  mechanisms  may  be  developed  that  will  be  more  compatible  with 
existing  community  health  center  recordkeeping  and  billing  procedures. 
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APPENDIX  -  PERSONNEL  SUMMARY 
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DEPARTMENT  OF  PUBLIC  WELFARE 
FY84  NEW  POSITION  REQUEST 


GENERAL  ADMINISTRATION  (4400-1000) 


26  NET  TOTAL 


WORK  MEASUREMENT 


11  SUBTOTAL 


NUMBER   GRADE 


TITLE 


10 

1 


18 
10 


Management  Analyst 
Principal  Clerk 


CASE  MAINTENANCE  QUALITY  ASSURANCE 


15  SUBTOTAL 


1 

22 

2 

18 

1 

17 

10 

15 

13 


EDP  Programmer  V 
Program  Specialist 
Research  Analyst 
Assistant  Monitoring  and 

Evaluation  Specialist 
EDP  Entry  Operator  IV 


QUALITY  CONTROL 


12 

19 

(12) 

17 

70 

17 

(70) 

16 

0  NET  SUBTOTAL 

Quality  Control  Supervisor,  DPW 
Financial  Assistance  Supervisor  I 

(TO  BE  DELETED) 
Quality  Control  Specialist,  DPW 
Public  Assistance  Field  Repre- 
sentative (TO  BE  DELETED) 


MEDICAL  ADMINISTRATION  (4400-1003) 


30  TOTAL 


CHILD  SUPPORT  ENFORCEMENT  (4400-1004) 


15  NET  TOTAL 


15 

55 
(55) 

55 
(55) 


18 

13 
10 

09 

07 


Senior  Child  Support  Enforcement 

Worker 
Data  Information  Specialist 
Financial  Assistance  Technician 

(TO  BE  DELETED) 
EDP  Entry  Operator  II 
Senior  Clerk  and  Typist 

(TO  BE  DELETED) 
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TRAINING  (4400-1035) 


1  TOTAL 


NUMBER   GRADE 


17 


TITLE 

Public  Assistance  Training 
Specialist,  DPW 


UTILIZATION  REVIEW  (4402-5101) 


230  TOTAL* 


WORK  AND  TRAINING  PROGRAM  (4407- 1000) 


24  TOTAL 


JOB  SEARCH 


IV 


1  SUBTOTAL 


Program  Manager  IV 


SUPPORTED  WORK 


1 

IV 

1 

II 

TRAINING 

IV 


2  SUBTOTAL 

Program  Manager  IV 
Program  Manager  II 

1  SUBTOTAL 


Program  Manager  IV 


APPRAISAL/JOB  DIVERSION 


10 
10 


15 
14 


20  SUBTOTAL 

Financial  Assistance  Worker  III 
Financial  Assistance  Worker  II 


ALL  ACCOUNTS 


326  NET  GRAND  TOTAL** 


*  Needed  to  move  staff  from  03  contracts. 
**  Reflects  260  staff  moving  from  03  contracts  and  66  new  staff. 


3060      37 


1 


f 


ACME 

INC. 


1990 

ET 

N,  MASS. 


